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LETTER OF TRANSMITTAL 


Booz, Auten & HaMILtron, 
Chicago, April 1952. 
Gen. Cart R. Gray, Jr., 
Administrator, Veterans Administration, 
Washington 25, D.C. 

Dear Genera Gray: The presentation of this 10-volume report 
brings to completion the management survey of Veterans Administra- 
tion authorized December 28, 1950. 

The general purpose of the survey was to determine the need for re- 
organization of Veterans Administration in the light of its primary 
objective—the provision of improved services to veterans and depend- 
ents of deceased veterans at minimum cost—and, in case such need 
was established, to specify such changes as would be required to in- 
crease the efficiency and economy of:its operations and the effectiveness 
of its management direction and control. 

The survey was not, however, to be concerned with the benefits and 
substantive services themselves nor with the laws or regulations gov- 
erning them, but only with the manner in which the Veterans Ad- 
ministration is organized to provide these services and benefits and 
with the procedures employed in providing them. 

This important qualification was strictly observed in the course of 
the survey and in the preparation of the report, although a number of 
administrative problems arising as a result of these laws and regula- 
tions are pointed up in the report. 

The survey was conducted according to the plan submitted on No- 
vember 29,1950. Briefly, this plan specified division of the work into 
three component parts. 

Phase I was directed to examination of the central-office organiza- 
tion and operation. Basic laws and directives were studied to assure 
a thorough understanding of the mission and responsibilities of Vet- 
erans Administration. Numerous rules, regulations, manuals, and 
reports were carefully scrutinized. Interviews were conducted with 
key executives and supervisors. Actual operations were observed. 

As a result, specific, factual information was obtained, concerning 
the responsibilities and authority of each key individual, the manner 
in which these responsibilities are carried out, the supplementary or- 
ganization through which they are carried out, the interrelationships 
of the various organization units and of the field operations, and the 
major problem areas. 

Comprehensive knowledge of the central-oflice organization and op- 
eration thus gained contributed substantially to the planning of sub- 
sequent work, particularly in those areas of activity in which specific 
problems were pointed up or in which major opportunities for im- 
provement were indicated. 
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Phase II comprised an extensive survey throughout the United 
States of 29 representative field stations of various sizes and types, in- 
cluding hospitals, regional offices, district offices, and a supply depot. 
Visits were also made to a large number of VA offices and to the 
records-service center, 

The field work was conducted in much the same manner as the 
survey of the central office. Interviews were held with executives, 
supervisors, and other workers to obtain a clear understanding of the 
assignment of responsibilities and authority, and the interrelation- 
ships ofthe various functions, the principal methods and procedures 
involved, and the major problems of operation. Actual operations 
were observed, and reports and other pertinent data were stutied. 

Phase III of the survey was devoted to intensive analysis of the 
wealth of material gathered in the preceding phases of the survey, to 
comparisons and integration of findings, to development of sound 
and practical recommendations, to discussions of basic findings and 
recommendations with key executives in central office, and to prepa- 
ration and presentation of the final report. 

During the course of the survey, more than 4,000 interviews were 
held with Veterans Administration personnel and with other appro- 
priate individuals. Facts and observations were assembled and anal- 
yzed from each central-office area, from each of the 29 field stations, 
and from other points included in the survey. 

Knowledge and experience of Veterans Administration personnel 
were given full weight in reaching conclusions. Existing laws and 
regulations were carefully considered. Sound present management 
practices were noted and marked for preservation and enhancement 
equally with opportunities for improvement. 

The report resulting from this survey consists of 10 volumes. With 
the exception of volume I, which is a summary of the rest, these vol- 
umes deal in detail with major topics in the following order - 


Volume II—Top management 

Volume ITI—Staff services 

Volume I1V—Veterans service program 

Volume V—Medical program 

Volume VI—Insurance program 

Volume VII—Claims program 

Volume VIII—Vocational rehabilitation and education program 
Volume IX—Loan-guaranty program 

Volume X—Construction program 


Three significant facts concerning the survey are now worthy of 
note. 

1. First, the conclusions reached and presented in this report are 
solely those of the consultants and have not been shaped in any way 
by undue influence from anyone inside or outside of Veterans Admin- 
istration. This is not to say that many excellent and constructive 
suggestions were not contributed by members of the Veterans Admin- 
istration, but simply to acknowledge the responsibility for the final 
recommendations as they appear in this report. 

2. Second, the basic conclusions in this report point up significant 
leads for sound future development in Veterans Administration and 
we understand are substantially acceptable to you and the majority 
of your key executives. 
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Major conclusions reached have been discussed with you. After 
many long and serious discussions, in which you expressed keen inter- 
est and in which you furnished important first-hand knowledge of 
Veterans Administration affairs, you agreed to the soundness of the 
approach and the fundamental recommendations on the proposed 
reorganization of Veterans Administration. This agreement is for- 
tunate and is, of course, essential to the success of the installation of 
the recommendations. 

Major conclusions were also discussed with such of your associates 
and with representatives of such other Government agencies as you 
have designated. Altogether 60 discussion meetings, some lasting as 
long as an entire day, have been held. 

Of significance here is that your keymen in many important areas 
have also indicated full agreement with the proposed over-all plan 
of organization and substantial agreement with detailed proposals 
affecting their specific organizations and operations. Each volume 
of this report, in its final form, has been reviewed by your appropriate 
key executive responsible for a particular program or service. 

Of major import also is the fact that members of the executive 
committee of your top Medical Advisory Board have indicated sat- 
isfaction over the general plan, and have expressed hope that it will 
be adopted. 

Exploration of our broad proposals with the Bureau of the Budget 
has elicited favorable reaction. Discussion with representatives of 
the General Accounting Office revealed that this agency will be sub- 
stantially in accord with final recommendations in areas of common 
interest with Veterans Administration. 

3. Third, having apprised you of these developments as we pro- 
ceeded, and in accordance with your own conviction that our basic 
recommendations are essentially sound, we understand that you have 
resolved to put them into effect as soon as necessary details of final 
agreement are worked out in each of the major areas. You therefore 
now stand at the threshold of opportunity to capitalize on your survey 
investment through sound installation programs and practices. 

Translation of the foregoing agreements in principle into work- 
ing realities, which, of course, is the very gist of the installation, is, 
however, a difficult and complicated process. The size and complexity 
of Veterans Administration, as well as the vital public significance of 
its far-reaching programs, will make attainment of that goal a task 
of major proportions. Painstaking attention to many difficult and 
delicate problems will be demanded. 

The benefits to be realized from adoption of the recommendations 
in this report will, however, far outweigh the difficulties and problems 
that will be encountered in the conversion of the organization of 
Veterans Administration to the general pattern recommended. 

Adoption of the recommendations in this report will provide Vet- 
erans Administration with an opportunity to simplify its organiza- 
tion and operation tremendously ; to organize logically along the lines 
of its basic programs and services; to provide key executives with 
full responsibility and authority for the conduct of their functions; 
to decentralize operations completely into the field; to concentrate 
over-all policy, planning and control functions in central administra- 
tion; to provide realistic and workable spans of supervision; to con- 
solidate field offices for administrative purposes where there is no 
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need for extended geographic dispersion; to retain extensive distri- 
bution of other service functions requiring close contact with vet- 
erans; to provide flexibility for expansion or contraction as require- 
ments for veterans’ services dictate; to stimulate, encourage, and 
reward executive initiative and development; to maintain and de- 
velop further close and mutually beneficial relations with the med- 
ical and the other professional groups; to improve service to veterans 
and dependents of deceased veterans; and, last but not least, to achieve 
the mission of Veterans Administration with less administrative and 
operative cost. 

The total annual savings that can accrue to Veterans Administra- 
tion on adoption of the recommendations in this report are estimated 
conservatively at $25,000,000. Of the $5,100,546,140 apportioned for 
expenditure by the Bureau of the Budget for the fiscal year 1952, 
$4,835,448,917 is for benefits, grants, life-i insurance funds, capital ex. 
penditures, beneficiary travel, and veterans’ care in clinics, hospitals, 
and domiciliaries, and $265,097,223 is for administrative salaries and 
expenses. The estimated annual savings that can accrue to Veterans 
Administration through adoption of ‘the recommendations in this 
report are therefore : almost 10 percent of the total dollars apportioned 
for general administration. 

Enumeration of these possible benefits should not, however, be con- 
strued as a reflection on present Veterans Administration operations. 

Without exception, executives, supervisors, and workers contacted 
during the course of this survey were devoted to their work and doing 
an excellent job within the fr amework of an organization structure 
that is no longer suitable to the enormous and varied requirements of 
this agency. ‘Their interest and cooperation in this survey were note- 


wor thy, and we record with pleasure the superior working relationship 
that obtained between your executives and our staff. 
It was a privilege to work with you and your men. We hope to 
have further opportunity to be of service. 
Very truly yours, 


Booz, ALLEN & HAMILTon. 
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SUMMARY 
INTRODUCTION 


This volume provides a summation of significant facts, problems, 
and recommendations detailed in the other nine volumes of the report. 

The purpose of the summary is to supply a brief, over-all picture 
of Veterans Administration—its ahead organization, operation, 
principal preblems and requirements for ene en- 
tering into burdensome details of interest only to individuals specifi- 
ally responsible for particular phases of operation. 

There are 10 chapters in this volume. Chapter I outlines a number 
of salient facts in the history of Veterans Administration, tracing its 
development from the beginning of several separate and independent 
agencies, through their consolidation into Veterans Administration 
in 1930, to the present day. The significance of present operations 
and trends, as related to the future, is also indicated. 

Chapter I], on top management and staff services, is devoted to a 
review of the basic plan of organization through which Veterans 
Administration presently operates and to a discussion of major 
recommendations for management improvement. 

The next seven chapters deal specifically with each of the basic pro- 
grams and services of Veterans Administration and present organiza- 
tion and operational recommendations concerning veterans service and 
the medical, insurance, claims, vocational rehabilitation and educa- 
tion, loan-guaranty, and construction programs. 

And finally the problems and tasks of installation and a proposed 
phased plan for translating the numerous recommendations in this 
report into working realities are discussed in chapter X. 

_ This summary volume thus provides the gist of the report by high- 
lighting the significant facts, the main probiems, the principal recom- 
mendations, the advantages and benefits that will follow their 
adoption, and the programs and methods for installation. 


I. Hisrory anp Score or OperaTIONS 


A brief review of the history of Veterans Administration and the 
scope of its present operations will provide a background for under- 
standing and appreciation of this agency’s. programs and activities. 
This chapter therefore outlines a number of salient facts in the history 
of Veterans Administration, tracing its development from the begin- 
ning of several separate and independent agencies, through their 
consolidation into Veterans Administration in 1930, to the present 
day. It also treats briefly of the scope of present operations and 
points up the significance of these operations and trends as related to 
the future. 

Veterans Administration is an administrative agency of the execu- 
tive branch of the Government. It was authorized by act of Congress 
in 1930 and established by Executive order in July of that year. 
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This order brought together for the first time the various agencies 
of the Federal Government administering veterans’ benefits. Con- 
solidated into the newly formed Veterans Administration were the 
United States Veterans Bureau, the Bureau of Pensions, and the 
National Home for Disabled Volunteer Soldiers. 


1. THE UNITED STATES VETERANS BUREAU 


The United States Veterans Bureau was established in 1921 to ad- 
minister existing insurance, medical care, and compensation benefits to 
veterans which were formerly administered by the Bureau of War Risk 
Insurance, and the vocational training program previously admin- 
istered under the Federal Board for Vocational Education. The Vet- 
erans Bureau was granted four basic powers: To examine, rate, and 
award compensation claims; to grant medical, surgical, dental, and 
hospital care, convalescent care, and necessary and reasonable care 
thereafter; to provide vocational training; and to review and make 
adjustments where warranted in case of appeal. 

The Bureau of War Risk Insurance ha Tale established in 1914 as 
a unit of the Treasury Department to insure American vessels and 
their cargoes against loss during the war. 

In 1917, insurance was extended to officers and crews of merchant 
vessels and provision was made for payment of allotments to families 
of members of the Armed Forces, payment of compensation for death 
or disability while in the services, medical and surgical treatment of 
disabled in-service personnel, and issuance to service personnel of 
insurance policies against death and disability. 

At that time responsibility for the medical aspects of the program 
was divided between the Bureau of War Risk Insurance ona the 
Public Health Service. The Bureau was held responsible for deter- 
mining eligibility of veterans for treatment, the reference for treat- 
ment, and the payment of related bills, whereas the Public Health 
Service was held responsible for treatment of patients, as referred 
by the Bureau, including the provision of prosthetic appliances. 
Shortly before the establishment of the United States Veterans Bur- 
eau, this division of responsibility was resolved and the Bureau of 
War Risk Insurance absorbed the 14 district offices of the Public 
Health Service and the hospital and dispensary facilities relating 
to the treatment and medical care of veterans. 

The Federal Board for Vocational Education was created in 1917 
to study the problems of vocational education and to supervise related 
vocational work in States aided by Federal grants. 

Vocational rehabilitation of veterans was established by the Voca- 
tional Rehabilitation Act of June 27, 1918. This act provided that 
discharged veterans unable to carry on a gainful occupation should 
be furnished some vocational rehabilitation. All veterans who were 
entitled to compensation under the War Risk Insurance Act were 
eligible for this vocational training. 

In 1925 the United States Veterans Bureau was reorganized into 
seven services: Medical, Rehabilitation, Claims and Insurance, 
Finance, Supply, Planning, and Control. These services were admin- 
istered through 14 district offices and 73 suboffices. The War Veterans 
Act of 1929 authorized a change in the field organization through the 
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discontinuance of these field offices and the establishment of not more 
than 100 regional offices. 

The 14 district offices were decentralized to 54 regional offices. Sub- 
offices were consolidated into the new regional offices, each with a 
manager fully responsible for operations of the office. This organiza- 
tion and the functions it was performing were absorbed by Veterans 
Administration upon its formation in 1930. 


2. THE BUREAU OF PENSIONS 


The Pension Office which was established in 1833 to administer pen- 
sions for those who had served in the Armed Forces became the Bu- 
reau of Pensions in the Department of Interior when the Department 
was created on March 3, 1849. The Bureau was assigned full respon- 
sibility for the administration of such pension work as had previously 
been under the administration of the Secretaries of War and Navy. 

On May 22, 1920, a retirement plan for civilian employees of the 
United States was established and the Commissioner of Pensions was 
assigned responsibility fer the administration of the system and the 
payment of the resulting pensions. 

Thus, the Bureau of Pensions was responsible for the administra- 
tion of two types of pensions—one military and the other civil. These 
responsibilities were transferred to Veterans Administration upon 
its formation in 1930. 


3. THE NATIONAL HOME FOR DISABLED VOLUNTEER SOLDIERS 


On March 21, 1866, the National Asylum for Disabled Volunteer 
Soldiers was incorporated. The name was changed to National Home 
for Disabled Volunteer Soldiers by act of Congress on January 23, 
1873. 

Admissions were limited originally to “totally disabled officers and 
men of the volunteer forces of the United States.” In 1933, require- 
ments for admission were revised to permit admission of veterans with 
at least 90 days’ active service who were permanently disabled or so 
incapacitated that they could not earn a living and who had no visible 
means of support. 

In addition to providing domiciliary care for veterans, many homes 
having medical facilities provided medical treatment for veterans who 
were not residents. The arrangement for this hospitalization was 
handled through the Bureau of War Risk Insurance, which reim- 
bursed the homes for the services thus provided. 


4. THE VETERANS ADMINISTRATION 


As previously stated, all of the foregoing activities pertaining to 
veterans’ benefits were brought together under one agency with the 
establishment of Veterans Administration in 1930. 

As a result of this consolidation, Veterans Administration was made 
responsible for medical, hospital, and domiciliary care for veterans; 
administration of disability compensation and allowances; operation 
of the United States Government life-insurance business; adminis- 
tration of the veterans’ bonus (adjusted-service compensation) ; pay- 
ments of emergency officers’ retirement; administration of Army and 
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Navy pensions; payments to retired civilian employees; and adminis- 
tration of funds for State soldiers’ bonus. 

The Veterans Administration was organized to carry out its as- 
signed responsibilities as shown in exhibit I. 

Reporting to the Administrator were five executives: The Solicitor; 
the Assistant Administrator for Medical and Domiciliary Care, Con- 
struction, and Supply; the Assistant Administrator for Pensions and 
Compensation; the Assistant “Administrator for Finance and Insur- 
ance; and the Executive Assistant. 

D iring the first 10 years of operation from 19: 30 up to the time of 
World War II, there was little change in veterans’ benefits and serv- 
ices or in the organization and operation of Veterans Administration. 
The only new ac ctiv ity of significance during this period was the pay- 
ment of World War I adjusted service certificate authorized on 
January 27, 1936, by Public Law 524. This was known as the bonus 
bill. Under this bill, payment of bonds and cash approximating 
$3.450,000,000 was made to some 3,500,000 World W ar I veterans. 

Four major laws which greatly increased the activity of Veterans 
Administration were enacted during the World War II period, 1940 
through 1946. These were the Selective T ‘aining and Service Act; 
the National Service Life Insurance Act; Public Law 16, which per- 
tained to the rehabilitation of disabled veterans; and the Servicemen’s 
Readjustment Act. 

Under the Selective Training and Service Act, Public Law 783, 
enacted on September 16, 1940, inductees were given the same rights 
and benefits provided to regular military personnel during time of 
peace, including base pay, allows ances, pensions, and disability and 
death compensation. Certain reemployment rights, later incor- 
porated in Publicv Law 96, also were included in this act. This law 
increased the volume of work of Veterans Administration but did not 
necessitate changes in organization. 

Public Law 801, the National Service Life Insurance Act, enacted 
on October 8. 1940, authorized the issue of a new type of insurance, 
national service life insurance, to certain personnel on active duty 
with the land or naval forces. Responsibility for providing this 
new insurance was placed’ with the Assistant Administrator for 
Fnance and Insurance. 

On March 24, 1943, Public Law 16 was enacted to provide for re- 
habilitation of disabled veterans of World War II. The act provided 
the necessary authority for the Administrator of Veterans Affairs to 
prescribe suitable training, employment of personnel, and utilization 
of Veterans Administration facilities and any other facilities neces- 
sary to accomplish the purposes of the act. Responsibility for ad- 
ministration of this program was delegated to the Assistant Adminis- 
trator for Pensions and Compensation. 

The Servicemen’s Readjustment Act, popularly known as the GI 
bill of rights, was enacted as Public Law 346 on June 22, 1944. The 
law included provisions relating to hospitalization claims and pro- 
cedures; education of veterans; loans for purchase or construction of 
homes, farms, and business property ; mb leoesdan rights of veterans; 
and unemployment benefits. 

Administration of the educational provisions of the act was com- 
bined with administration of the rehabilitation program under the 
Assistant Administrator for Pensions and Compensation. Respon- 
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sibility for administration of unemployment benefits likewise was 
delegated to the Assistant Administrator for Pensions and Compen- 
sation. The Assistant Administrator for Finance and Insurance as- 
sumed responsibility for administration of the loan program. 

Thus, while the activities of Veterans Administration were in- 
creased, the organization structure remained essentially unchanged 
until late in 1945. At that time rapid demobilization added approxi- 
mately 13,000,000 men and women to the veteran population. Appli- 
‘ations for benefits increased to such an extent that organizational 
changes were necessary in order to cope with the backlog of work and 
the increased demand for assistance and information. 

During the latter part of 1945 and 1946, significant organizational 
changes were effected. Activities were broken down into smaller ad- 
ministrative units, and operations were geographically decentralized 
to a much greater extent than heretofore. Thirteen branch adminis- 
trative offices were established in the field to provide closer supervi- 
sion of decentralized operations and to facilitate operating decisions 
required to provide satisfactory service to veterans. 

Each of the branch offices was placed under the direction of a Deputy 
Administrator who had full responsibility for all operations in the 
assigned area. Managers of all operating stations within the area, 
including hospitals and domiciliaries, were made responsible to the 
branch office Deputy Administrator. In practice, each branch office 
became a miniature Veterans Administration. 

Personal contact service was widely expanded to handle the greatly 
increased volume of applications an requests for information and to 
provide assistance to veterans nearer to their homes. Contact offices 
were established in many communities as suboffices of existing re- 
gional offices. At the peak of activity in February 1947 there were 
1,048 of these offices. 

The organization of central-office and branch activities which was 
adopted at that time is shown on exhibit II. An Executive Assistant 
Administrator, with direct authority over all operations, was ap- 
pointed to relieve the Administrator of many of the day-to-day admin- 
istrative decisions reauired by the increased activity. This office re- 
placed the former Office of the Executive Assistant to the Adminis- 
trator, which had operated strictly in a staff capacity. Staff assist- 
ance in internal administration was provided by the Office of Coordi- 
nation and Planning and in handling of external contacts by the 
Office of Public Relations. 

Other staff offices newly created at this time were the Assistant Ad- 
ministrator for Personnel, with responsibility for personnel adminis- 
tration; the Assistant Administrator for Legislation, with responsi- 
bility for liaison with Congress; and the Board of Veterans Appeals, 
created to review and render final decisions on appeals of claims and 
applications for benefits not settled in the field to the satisfaction of 
the veteran. 

To provide further concentration of effort on specialized areas of 
administration, the responsibilities of the Assistant Administrator for 
Medical and Domiciliary Care, Construction, and Supply were divided 
three ways. Responsibility for medical and domiciliary care was as- 
signed to the new Office of Surgeon General. A Director of Special 
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Exuisir II 
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Services was appointed to administer the chaplaincy, library, and 
recreation programs in hospitals and domiciliaries, to organize and 
maintain relations with volunteers assisting in such programs, and to 
provide canteen service. Responsibility for the design and construc- 
tion of facilities and for the purchase, storage, and control of sup- 
plies was assigned to an Assistant Administrator for Construction 
and Supply. 

The other two major services existing up to this time were likewise 
divided to provide greater specialization. The former responsibilities 
of the Assistant Administrator for Finance and Insurance were as- 
signed to two offices with the appointment of an Assistant Admin- 
istrator for Finance and an Assistant Administrator for Insurance. 
The Assistant Administrator for Pensions and Compensation became 
the Assistant Administrator for Claims, and the responsibility for ad- 
ministration of vocational rehabilitation and educational programs 
was transferred to a newly created Office of Assistant Administrator 
for Vocational Rehabilitation and Education. 

Finally, an Assistant Administrator for Contact and Administra- 
tive Services was appointed with the twofold responsibility for provid- 
ing internal office services common to all departments and external 
information service to veterans. 
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Under this form of organization, central office was responsible for 
the formulation of policies, plans, and programs and branch offices 
were responsible for their execution. Operating authority in each 
technical phase of the operation was delegated through the Executive 
Assistant Administrator to the Branch Office Deputy Administrator. 

Branch-office organization paralleled that of central office just de- 
scribed except for the staff functions of congressional liaison (legisla- 
tion), public relations, and coordination and planning, and the Board 
of Veterans Appeals. 

From the peak activity in February 1947, the volume of work de- 
creased as discharges from the armed services diminished. In Febru- 
ary 1949 it was decided that the intermediate level of supervision pro- 
vided by the branch offices in most cases was no longer necessary and 
was, in fact, in some instances impeding operations. Consequently, 
these offices were discontinued and the responsibility for field-station 
operation was transferred to the Deputy Administrator in central 
office with commensurate responsibility for technical and functional 
supervision being delegated to the respective Assistant Adminis- 
trators. 

Branch-office insurance operations and those of dependents’ and 
beneficiaries’ claims were retained, however, as district offices. Other 
employees of branch offices were absorbed in central office or in the 
regional offices. 

With respect to three activities of Veterans Administration, branch 
offices were supplanted by new units of organization. The chief 
medical director organized six area medical offices to provide counsel 
and assistance to hospital management and professional supervision 
of medical activities which could not be provided effectively from 
central office. These offices had no direct operating responsibility 
and acted only as staff of the chief medical director. 

The Assistant Administrator for Special Services established five 
similar field staff offices to provide functional supervision over special- 
service activities in hospitals and domiciliaries. A third group of five 
staff offices was established by the Assistant Administrator for Con- 
struction, Supply, and Real Estate to provide advisory service in con- 
nection with the greatly expanded hospital-construction program. 
These offices were later discontinued as the volume of construction 
work decreased. 

It is apparent from the above that Veterans Administration has de- 
veloped considerably in responsibility, size, and organization since its 
establishment in 1930. The extent of this development in terms of 
present operations and the significance of trends as related to the 
future are outlined in the following section. 


5. SCOPE OF PRESENT OPERATIONS 


Veterans Administration today is big business. Its annual ex- 
penditures budget of more than $5,000,000,000 is the largest independ- 
ent agency budget in the United States Government. It administers 
the provisions of over 300 laws relating to veterans’ benefits. 

It operates the Nation’s most extensive medical service under single 
management. Approximately 110,000 beds are available in its hos- 
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pitals. These represent 814 percent of the total hospital beds avail- 
able in the United States. It provided hospital care for more than 
500,000 veterans in fiscal year 1951. More than 3,000,000 patient visits 
were recorded in the 137 out-patient clinics which it conducted. 
Domiciliary care was provided to almost 19,000 veterans in 17 homes 
under Veterans Administration management. 

It conducts a life-insurance business almost twice as large in volume 
as the comparable business of any private insurance company, with 
more than 7,500,000 policies in effect, representing a face value of 
over $51,000,000,000. 

Compensation and pension payments totaling over $2,000,000,000 
are made annually to over 2,000,000 living veterans and over 1,000,000 
dependents’ of deceased veterans. Under the gu: idianship program 
there were over 300,000 wards. whose estates audited in 1951 were 
valued at over $300,000,000. 

Over 8,000,000 veterans have participated in the vocational rehabili- 
tation and education program at a cost in benefits of $15,125,645,000 
since the inception of the program in 1944. 

Under the loan-guaranty program, also established in 1944, almost 
8,000,000 loans have been approved with guaranteed and insured 
amounts totaling almost $9,000,000,000. 

It was estimated that there were almost 19,000,000 living civilian 
veterans at June 30, 1951, most of whom were, or would be at some 
time, recipients of Veterans Administration services in some form or 
other. More than 15,000,000 of these were World War II veterans. 
The trend of veteran population from 1940 to date is shown on exhibit 
III. This exhibit also shows a projection of veteran population based 
on experience with veterans of previous wars and not considering 
future additions which may occur. 
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Exurir III 
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In addition to the central office, Veterans Administration last year 
was operating 610 field stations. One or more of these were located 
in each State and in Alaska, Hawaii, Puerto Rico, and the Philippines. 
Exhibit IV, following this page, shows the locations of the major 
field stations at June 30, 1951, and the following tabulation compares 
the number and type of stations operated at June 30, 1951, with those 
operated at February 1, 1947. 
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At June 30, 1951, Veterans Administration employed a total of 
182,812 in the 610 field stations and central office, with 13,724 being in 
the latter office. Exhibit V, following exhibit IV, shows the down- 


— trend of employment since the peak of 226,131 reached in 
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EXHIBIT V 
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The total cost of Veterans Administration programs and opera- 
tions in fiscal year 1951 was $5,295,706,715, of which $268,186,002 
was for administrative expense. The relationship of administrative 
expense to total expenditures since 1932 is shown on exhibit VI. To- 
tal expenditures have decreased substantially since the peak expen- 
diture of $7,470,599,706 in 1947. The ratio of administrative cost 
to total has increased from a low of about 214 percent in 1945 to slight- 
ly more than 5 percent in 1951. This compares with the maximum 
ratio of 5.8 percent in 1947. 
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If Veterans Administration is big business today, there is every 
indication that it will become even bigger in the future. For each 
new war, benefits have been more liberal than for the preceding war, 
and there is nothing to indicate that this trend will be reversed. New 
provisions following new wars have generally resulted in liberaliza- 
tion of benefits previously granted. Thus it appears that benefit pay- 
ments and costs will continue to increase. 

At the end of World War II, it was thought that if there were no 
intervening wars the last living veteran would survive until the year 
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2020 (exhibit III). Yet, insofar as dependents would survive the 
last veteran, the programs in some form or other could be expected 
to continue for more than a hundred years. 

Hostilities in Korea have completely altered this picture. Under 
present recruitment and draft laws there is a continuous influx of 
new veterans. This influx exceeds the demise of older veterans, with 
the result that the veteran population instead of gradually decreasing 
is gradually increasing. 

The proposed compulsory military-training law further clouds the 
future. Under this law almost every able-bodied male can expect to 
wear a uniform during some period of his life. 

Thus, it can be said that so far there is no definite end in sight for 
the last of veterans’ benefits. 

The costs of these benefits are increasing as veterans grow older. 
Experience has shown that the cost of veterans’ benefits for Civil 
War veterans amounted to twice the cost of the war. For the Span- 
ish-American War the cost is already six times that of the war. For 
World War I the cost of veterans’ benefits has already more than 
equaled the cost of the war. 

The initial direct cost of World War IT is reported to have been 
351 billion dollars. In the few years since the war, benefits to vet- 
erans have approximated 10 percent of this amount. If past ex- 

erience is to be repeated, the final cost of veterans’ benefits for 
Vorld War II could be close to a trillion dollars. 

The veteran population is increasing day by day instead of de- 
creasing. Cost of veterans’ benefits are increasing rapidly. New 
laws extending veterans’ benefits are being considered. As a result, 
Veterans Administration faces a future which, although not too 
clearly defined, appears to be one involving growth and expansion 
rather than contraction. 


II. Top MANAGEMENT AND Starr SERVICES 


The basic plan of organization of Veterans Administration and the 
manner in which its operations are being conducted are described and 
appraised in this chapter. The chapter also indicates basic recom- 
mendations for changes in top organization structure and in the man- 
ner of operation. These recommendations are designed to facilitate 
operations, reduce administrative costs, and improve service to 
veterans. 
1. THE PRESENT PLAN OF ORGANIZATION 


The official plan of organization of Veterans Administration is 
shown as exhibit VII. The top management organization consists of 
the Administrator and Deputy Administrator, 5 staff services, and 
12 program or service offices. The plan of organization provides for 
direct operating control of all field stations by the Deputy Adminis- 
trator. It also provides for functional supervision and coordination 
of counterpart field activities by central-office staff departments re- 
porting to the Administrator and Deputy Administrator. In addi- 
tion, a special channel for over-all operational supervision of hospitals 
and domiciliary activities is provided the chief medical director. 
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In actual practice, however, central-office executives generally have 
extended their staff, functional, or technical responsibilities to the 
point where they are exercising direct authority and control over their 
counterpart organizations in the field, This is accomplished through 
establishment by central office of field organization structures, per- 
sonnel ceilings and staffing patterns, budget limitations and manda- 
tory procedures; through selection and appointment by central office 
of division and service chiefs in field stations; and through contin- 
uous inspection of field activities and individual transactions. 

The present operations of Veterans Administration do not lend 
themselves to such highly centralized direction. It is quite apparent, 
from the survey, that the present plan of organization is outmoded 
and that there is need for fundamental changes in both the organiza- 
tion and the manner of operation. The present organization plan is 
encumbering, not facilitating, the work of Veterans Administration ; 
it is not compatible with low-cost operation; it is crystallizing rather 
than adapting itself to changing conditions; it confuses operating 
and staff functions; it provides for too great spans of supervision ; it 
tends to reduce the power of decision at the operating level and hence 
to discourage initiative in the field; it fails to provide strong leader- 
ship in the field and effective coordination between central office and 
field stations; and, finally, it makes little differentiation between the 
required geographical dispersion of service functions requiring close 
contacts with veterans and the desirable consolidation of field offices 
for administrative purposes where there is no need for extended 
geographic coverage. 

_Incontrast, strong and well-defined lines of responsibility for opera- 
tions, through which authority can be delegated, need to be estab- 
lished. Staff operations need to be clearly segregated so that more 
attention will be devoted to planning. Definite leadership needs to be 
established for each major program so that accountability for results 
can be clearly determined. Flexibility in the establishment of field 
activities is required to reduce inepauailile spans of supervision and to 
minimize administrative costs. These are the essential problems of 
Veterans Administration. 

The appraisals of the present situation summarized above should 
not be construed as a reflection on the individual top executives of 
Veterans Administration nor on the large body of loyal employees. 
Executives, supervisors, and workers contacted during the survey were 
devoted to their work and were doing an excellent job within the 
framework of an organization plan that is no longer suitable to the 
enormous and varied requirements of the agency. — 

Neither should the appraisals be interpreted as indicating that vet- 
erans are not receiving good service. The appraisals are intended to 
point out the difficulties under which effective service to veterans has 
been accomplished. Despite some single instances, which of course 
always loom large to the individual affected, veterans in the main have 
received with a minimum of delay and with impartial uniformity 
those benefits to which they are entitled. This is particularly note- 
worthy when the large volume of work, the variety of programs, and 
the complexity of the laws and regulations are considered. . 

That there have been situations giving cause for dissatisfaction 
cannot be denied. There have been delays in individual cases. Cer- 
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tain offices have not operated as well as others. These conditions are 
to be expected in an operation as large as Veterans Administration. 
In no single program, however, has Veterans Administration been 
guilty of basic dereliction of its duty and responsibility to the veteran 
under the terms of the laws it administers. Throughout the agency 
there is a sincere interest in the veteran and his problems, and a desire 
upon the part of responsible officials to improve service to veterans. 

Considering the size of the operation, the diverse nature of the bene- 
fits and services administered, the complexity of the laws governing 
them, the geographical spread of the operations, and the many outside 
pressures brought to bear by groups with diverse interests, Veterans 
Administration is performing an excellent job. 


2. THE PROPOSED PLAN OF ORGANIZATION 


The pattern of organization, wherein all field station managers are 
directly responsible to the Administrator and Deputy Administrator 
in central office, can never be fully effective in an agency as far-flung 
geographically and as diversified in its operations as Veterans Admin- 
istration. It is not surprising therefore that the actual manner of 
operation bears little resemblance to the organization plan that is sup- 
posedly in effect. Top staff executives in central office have been called 
upon more and more to assume responsibilities over program and serv- 
ice functions in the field so that, in effect, they are in an operating 
‘apacity to the field insofar as their programs or services are 
concerned. 

When an agency expands in size and diversity of operations to the 
extent experienced by Veterans Administration, it becomes increas- 
ingly necessary to decentralize management by breaking up the opera- 
tions into smaller, logically separable units headed by well-qualified 
executives who are given wide responsibility and authority and who 
can be held definitely accountable for results. 

Now basically there are three alternative ways in which this can be 
accomplished in an operating organization. 

Veterans Administration could be organized along functional lines 
such that every key staff executive would be in direct a of that 
particular function throughout the organization. Such a functional 
plan would be feasible and probably most effective if Veterans Ad- 
ministration were responsible for a single program, if operations were 
highly centralized, or if there were no partical physical basis for es- 
tablishing responsibility along several program or regional lines. 

But this is not the case in Veterans Administration. As opera- 
tions have increased in size, and as the several programs have become 
more and more extensive and diversified, it has become increasingly 
difficult to effect adequate direction and control of operations either 
through a single executive channel, such as the direct-line relation- 
ship to the administrator and deputy administrator, or through 
functional direction from the numerous assistant administrators and 
key executives in central office. 

And this is precisely the problem raised by the present official, as 
well as actual, manner of operation in Veterans Administration today. 
Each staff executive in central office has acquired more and more 
operating authority with respect to his particular function so that 
finally the field-station managers, although theoretically in charge of 
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their offices, are continually frustrated in administrative action by 
functional supervision from central office. 

Another alternative would be to organize Veterans Administration 
on a geographical or regional basis, which is to say that the country 
would be divided into a certain number of regions or areas with an 
executive in charge of each, with full responsibility and authority for 
all Veterans administration activities within the given area. Each 
of these areas would be, in effect, a miniature Veterans Admins- 
tration, and the various executives in charge would be fully account- 
able for all activities in their respective areas. 

This was precisely the plan that was adopted several years ago by 
Veterans Administration when a system of branch offices was estab- 
lished with a deputy administrator in charge of each. Although there 
is nothing essentially wrong with a regional plan of organization 
where a high degree of coordination of all activities is required in 

ach region, the plan as adopted proved to be ineffective in Veterans 
Administration, primarily because it assumed the necessity of a great 
deal of interprogram coordination in each area when, as a matter of 
fact, little such coordination at that level was required. The effect 
therefore was to subordinate the basic or primary programs for which 
Veterans Administration is responsible to the secondary considera- 
tion of interregional coordination. After this plant of organization 
was in effect for about 3 years, it was abolished in 1949. 

And finally there is the type of organization that recognizes the 
product or program as fundamental and accordingly provides an or- 
ganization pattern built around the operational requirements of rs 
program itself. Under such a plan, each executive in charge of 
program carries primary responsibility for program planning, ellie 
determination, and facility and field station requirements and opera- 
tions, and is therefore fully accountable for results. General manage- 
ment is able to delegate a wide measure of authority to such program 
units, and can stimulate a high degree of initiative and respo mnsibility 
in its program executives. 

Such a plan lends itself most effectively to the operations of a large 
agency such as Veterans Administration with multiple programs and 
extensive dispersion of operations throughout the country. Upon 
close and thorough examination of all types and combinations of 
organization patterns, it became apparent that this type of organiza- 
tion would not only eliminate many of the organization and operating 
problems presently confronting Veterans Administration but would 
also lend itself ideally to the work, the objectives, and the programs 
of this agency. 

The recommended plan of organization, shown on exhibit VIII, is 
a program-department type of organization which provides an effec- 
tive basis for accountability, direction, coordination, and control as 
well as for the decentralization of management. Under this plan the 
principal substantive programs, providing benefis or services to vet- 
erans, each under a responsible assistant administrator, are established 
as operating departments. Each assistant administrator, in charge of 
an operating department, has complete responsibility for administra- 
tion of the laws governing the assigned program and is given commen- 
surate authority, within ‘the broad policies and programs of the Ad- 
ministrator, to carry out these responsibilities. 
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Each operating department is provided with a completely integrated 
organization including all of the auxiliary services, such as finance, 
yersonnel, supply, and office administration, required by the program. 
ne plan also establishes direct lines of operating authority over pro- 
gram activities in the field. To facilitate delegation of operating re- 
sponsibility, field activities are reorganized into program centers so 
that each program has its own set of field stations. Operations now 
performed at central office are transferred to field stations to segregate 
clearly staff and operating responsibilities. Widely dispersed admin- 
istrative functions in the field are centralized in fewer field stations to 
reduce the span of control to the point where it can be exercised ef- 
fectively through personal direction by responsible executives. 

The plan of organization also provides the Administrator with staff 
departments and services representing each nonoperating function 
required by Veterans Administration. Present operating responsi- 
bilities of these departments and services are transferred to operating 
departments, so that the entire attention of the personnel of these 
staff activities may be devoted to assisting the Administrator in policy 
formulation, planning of agency-wide functional programs, advice 
and assistance to operating executives of the program departments, 
and appraisal of the over-all results of operations. 

It is this type of organization that best fits the requirements of 
Veterans Administration. It recognizes the inherent independence of 
the various programs which have few operating interrelationships. It 
establishes these programs as integrated operations so that each may 
take advantage of the organization structure, field-station location, 
and methods of operation and administration best suited to its pur- 
poses. It establishes strong, direct, and clearly identified lines of 
authority under which each executive can be held completely account- 
able for results in his assigned area of operation. It divorces operat- 
ing responsibilities from staff functions. It recognizes the need for 
geographical decentralization of operations and provides for decen- 
tralization of authority in line with this need and for its orderly dele- 
gation through well-established organization channels so that operat- 
ing decisions may be made at the point where action is required. It 
simplifies the levels of supplementary organization and brings the 
span of control into a reasonable range for effective accomplishment. 
It provides for program leadership. Finally, it is a flexible plan which 
can be modified easily and without change in basic structures as 
programs are changed and modified, as workload varies in volume 
or as shifts in geographical location are required. 

The recommended plan of organization establishes five operating 
departments to administer the substantive benefits and services of the 
five individual program of Veterans Administration. These are the 
medical program, the insurance program, the vocational rehabilitation 
and education program, the loan-guaranty program, and the claims 
programs. Although not a substantive program, the highly impor- 
tant contact service which is required throughout the country has been 
established as an operating department designated as Veterans Service 
Department. The seventh operating department provided for is that 
of construction, which at times conducts major operations in the 
field. Assistant Administrators in charge of these departments and 
the chief medical director report to the Deputy Administrator, and 
through him to the Administrator, and may be held completely re- 
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sponsible by these executives for results of the respective programs. 
Staff departments are provided for each major service function of the 
agency. These are Budget and Finance, Legal, Purchasing and Sup- 
ply, Personnel, Administrative Services, and Legislation. The latter 
three departments are in charge of Assistant Administrators. The 
first three are directed by a controller, a general counsel, and a chief 
yurchasing agent, respectively. All of these executives report to. the 
Sauer Administrator. 

Other units of organization included in the plan are Investigation 
Service, Information Service, and the Board of Veterans Appeals. 
Directors of the services and the Chairman of the Board report to the 
Deputy Administrator. 

As indicated, the proposed plan of organization contemplates a 
direct line relationship of direction and control between program 
departments in central office and program operations in the field on 
both the technical and the administrative aspects of the work. 

The existing wide dispersion of locations for the administration of 
the several programs presents an almost impossible coordination and 
control condition for adequate management by each program depart- 
ment. 

Analysis of the operations in the field disclosed several significant 
facts affecting station location and relationships. First, because of 
the nature of the substantive activities, the programs require little 
if any common administration. Second, there is no occasion for per- 
sonal contact with veterans in most of the program functions. And 
finally, the needs of the various programs in terms of outside relations, 
transportation, communications, and size of office for most effective 
administration differ substantially. 

The conclusions drawn from this analysis are presented in the 
following three recommendations: 

(1) Eliminate the common administration provided to the pro- 
grams by the regional offices, district offices, and centers, and provide 
each program with the administrative management and services re- 
quired to conduct its operations effectively. 

(2) Recognize the minimal needs of veterans for personal service, 
and in each program disperse geographically only those functions 
necessary to meet veterans’ needs for service. 

(3) Reduce the number of locations in each program at which 
operations are administered, and locate administrative centers in ac- 
cordance with the specific criteria which represent the needs of indi- 
vidual program departments. 

The advantages to be gained from acceptance of these proposals 
are substantial. The fewer number of administrative centers for each 
program will provide a manageable workload for effective direction 
and control by the program departments in central office. The increase 
in size of administrative centers over present widely dispersed offices 
will permit better utilization of personnel and integration of opera- 
tions and will require fewer numbers of both clerical and executive 
personnel. Uniformity of action within a program will be facilitated 
by reason of having fewer offices to coordinate. Considerable cost 
savings should be achieved through this consolidation. And, at the 
same time, fuil and adequate service to veterans will be retained. 

To obtain these advantages, the recommended plan establishes the 
separate field structures outlined below. 
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The Insurance Department will operate insurance centers at which 
no other substantive programs will be conducted. These centers, how- 
ever, will have all of the staff services required, and these will be under 
direction of executives within the Insurance Department. 

The Department of Medicine and Surgery will operate hospitals, 
out-patient clinics, and domiciliaries. While out-patient clinics will, 
in most cases, continue to be located in facilities of regional offices, they 
will no longer be a part of the regional-office operation but will be ten- 
ants of the regional office. They will be directed and administered by 
the Department of Medicine and Surgery. Like Insurance, this de- 
partment will direct and control staff service activities required in 
connection with hospital, clinic, and domiciliary operations. 

The-field structure of the Claims Department is similar to that of 
Insurance in that it is recommended that all claims activities be with- 
drawn from regional offices and centralized in a small number of 
claims centers located in physical facilities separated from those of 
regional offices. As in the case of Insurance, staff service activities re- 
quired in connection with claims-center activities will be under direc- 
tion and control of the Claims Department. 

The field administrative operations of the Vocational Rehabilitation 
and Education Department and of the Loan-Guaranty Department 
will be withdrawn from regional offices and centralized in fewer voca- 
tional rehabilitation and education centers and loan-guaranty centers, 
with managers reporting directly to the respective operating depart- 
ments at central office. These centers, however, will be physically 
located in selected regional offices and will receive staff services re- 
quired from the regional office on a service basis. 

Regional offices providing staff services to vocational rehabilitation 
and education centers or to loan-guaranty centers will be established 
as veterans’ service centers. Managers of these centers will report to 
Veterans Service Department executives at central office and will be 
responsible for conduct of veterans’ service activities in the center and 
for administration of veterans’ service activities throughout an as- 
signed territory through direction of managers of regional offices in 
the territory. 

Regional offices are retained to provide needed veterans’ service ac- 
tivities at widely dispersed locations. Regional-oflice managers will 
report to veterans service-center managers and will be responsible 
for conducting the services of the Veterans Service Department and 
for providing residency services to technical employees of other pro- 
grams located in the office. 

This recommended approach to the realinement of the field organ- 
ization structure is one which provides the most effective program 
administration of operations, at the lowest administrative cost, and 
yet provides continuing complete service to veterans. 

As is indicated in other volumes of this report, independent deter- 
mination by each program department of the number, location, and 
territorial alinement of administrative centers will result in territories 
which do not coincide, and those of one program may overlap one 
or more of another program’s territories. ; 

To those who are not familiar with the internal operation of the 
several programs, this condition of field jurisdiction may appear to 
present administrative problems. This, however, is not the case. 
Only with respect to provision of auxiliary services to vocational 
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rehabilitation and education and to loan guaranty is an administra- 
tive problem presented. To eliminate administrative difficulties in 
this respect, minor deviations from established criteria were made in 
establishing centers and territories for these programs. 

The veteran seeking counsel and assistance from the Veterans Ad- 
ministration need not concern himself with the several program 
jurisdictions in which he is located. He need only know and make 
use of the agency office nearest his home, where he will receive service 
on any Veterans Administration program to which he is entitled. 

Within Veterans Administration the veterans’ service representa- 
tive, who will process veterans’ requests to program operations for 
handling, needs to know at the most only the three program centers 
having jurisdiction over his immediate area. ; 

The recommended plan of organization recognizes the independence 
of the five major programs of Veterans Administration and provides 
for further integration and strengthening of each program. It em- 
phasizes the importance of direct personal service to the veteran and 
establishes a strong, integrated Veterans Service Department to pro- 
vide such service. It provides for geographical dispersion of those 
activities which need to be performed on a local basis and for cen- 
tralization of administration and other activities which are not re- 
quired on a local basis, to the fullest extent practical. 

The recommended plan clearly defines and separates staff functions 
from operating functions. This essential separation will simplify 
coordination of activities and will enable greater concentration on 
planning and programing of all activities to the benefit of the entire 
operation. The plan establishes well-defined lines of authority over 
field operations and places the Administrator in a position to hold 
the respective executives completely responsible for each major pro- 
gram operation. It establishes reasonable spans of control and pro- 
vides for direct personal management throughout. It provides for 
required flexibility in location and organization of field operations 
and consequently eliminates the outmoded grouping of programs in 
field stations which necessitates the present remote type of manage- 
ment. Finally, it provides clear and direct channels through which 
authority and responsibility may be delegated. 


3. TOP MANAGEMENT RECOMMENDATIONS 


Numerous operating recommendations, summarized in subsequent 
chapters of this volume, are detailed in the other volumes for each of 
the programs of Veterans Administration. In addition to these 
specific proposals dealing with program details, there are several 
suggestions of a top-management nature that apply to all programs 
and the over-all direction of the operation which are summarized 
in this section. 

Long-range administrative planning should be encouraged and 
expanded by each Assistant Administrator in charge of an operating 
department. This involves establishment of objectives for each func- 
tion of the operation and development of programs which delineate 
anticipated changes in operations at specific times or under certain 
conditions. Although it is realized that Veterans Administration is 
confronted with a particularly difficult problem of planning ahead 
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as a result of the effect on programs of new and amended legislation 
and of appropriations, there is need for greater attention to this im- 
portant phase of top management. A suggested méthod of achieving 
this goal is detailed in volume II. Under the proposed plan of organ- 
ization, such plans serve as a basis for delegation of responsibility 
and authority to executives subordinate to the Assistant. Adminis- 
trators and provide an integrated administrative program permitting 
planned action to be taken in the field to meet varying conditions. 
They assure uniform understanding throughout the organization of 
what is to be accomplished, where and under what circumstances ac- 
tion is to be taken, and who is responsible for it. 

Under the new plan of organization it will be possible to improve 
budget administration. It is proposed that each unit of the organ- 
ization prepare budgets on the basis of the actual local conditions 
rather than in accordance with over-all average standards which may 
or may not reflect true conditions at any one station. Also, it is recom- 
mended that adjustments to budgets required by reductions in re- 
quested appropriations be made upon recommendations of those indi- 
viduals who analyzed the needs and estimated the fund requirements 
in the first place and who ultimately will be held accountable for 
operating within the revised budget. 

To facilitate the coordination of agency-wide plans, policies, and 
objectives and to provide the Administrator with an effective method 
of obtaining group reaction to proposed changes in policy and to new 
ideas, it is recommended that a management committee be established. 
This committee should be comprised ‘of the 16 executives heading the 
program and staff departments and services and should be chair- 
manned by the Deputy Administrator. It should meet regularly and 
discuss and recommend action concerning policies, plans, and pro- 
grams of a top-management nature. Properly conducted, it will en- 
courage free interchange of ideas and opinions among executives, will 
build mutual confidence, and will foster a spirit of teamwork so essen- 
tial to effective administration. 

The proposed plan of organization permits the delegation of greater 
responsibility and authority for operations to field executives. This 
should be done through permitting them to change organization 
structure and staffing patterns below the division level; to select per- 
sonnel and prese ribe and classify positions below this level; to make 
expenditures within budgeted limitations; to develop methods and 
procedures of operation within broad limits set to assure uniformity 
and compliance with law; and to plan the future operating needs of 
their particular stations. 

The methods of control over field activities should be revised. The 
field inspectors in most cases should be discontinued and their func- 
tion supplanted by an adequate report structure reflecting perform- 
ance against proper standards and by frequent personal meetings be- 
tween center managers and their immediate superiors to review oper- 
ating problems and arrive at practical solutions. This philosophy of 
control is based on the related principles that management attention 
should be given only to out-of-line performance and that full reliance 
should be placed on field executives in the use of good judgment in 
exercising delegated authority. The salutary effect that this change in 
philosophy of control will have on morale and on service to veterans 
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will far outweigh the negative results which may occur in those few 
instances where managers do not use good judgment and violate estab- 
lished policies and general procedures. 

A positive, well-planned, coordinated and continuous public infor- 
mation program should be developed which will assist veterans in 
receiving, and Veterans Administration in providing, a better and 
more economical service. Such a program should also create a better 
understanding and a more favorable attitude on the part of the pub- 
lic and minimize outside pressures brought to bear on the agency as 
a result of misinformation and misunderstanding. 


4. STAFF SERVICES RECOMMENDATIONS 


The staff services previously identified are Budget and Finance, 
Administrative Services, Purchasing and Supply, Personnel, Legal, 
Information, Investigation, Legislation, and the Board of Veterans 
Appeals. The last six will remain unchanged in the new organiza- 
tion, except that operating functions presently conducted by these 
staffs will be distributed to the appropriate operating departments. 

The proposed changes affecting the first three of these staff groups 
are significant and require brief discussion. 

A Budget and Finance Department is established to bring together 
under single direction these two interrelated functions so that closer 
coordination of budgetary and fiscal practices can be obtained and 
duplication of activities can be eliminated. 

To the present Administrative Services has been added a Central 
Office Management Service. At the present time the office management 
services pertaining to central office, such as personnel procurement, 
payroll, supply, maintenance and accounting, are conducted by the 
respective Assistant Administrators for these functions. The recom- 
mended addition of central office management to the Administrative 
Services Department consolidates these services for central office under 
single direction. This will facilitate coordination of these activities 
and provide one place for accountability for effective service to all 
residents of central office. 

The establishment of a Purchasing and Supply Department is rec- 
ommended to accord adequate recognition to the importance of this 
over-all staff function in the control of personal property for the 
agency, under close direction of the Administrator. 

The Coordination Service currently a part of the Deputy Adminis- 
trator’s office has been eliminated as an organization unit under the 
yroposed plan. Most of its functions and activities have been trans- 
Level to ben staff departments containing allied functions and skills. 
Its top-management functions, such as administration of organization 
and management-improvement programs, are retained in the office 
of the Deputy Administrator under jurisdiction of one of his assistants. 

Improvement in morale, operating effectiveness and service to vet- 
erans will result from this changed concept of organization and man- 
agement reflected in the recommendations summarized in this chapter. 
Taken together these recommendations and others contained in sub- 
sequent volumes will provide a tremendously powerful means for 
improving service to veterans at less cost. 

These recommendations involve far-reaching and fundamental 
changes in both organization structure and philosophy of manage- 
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ment and operation. These changes will not be easily effected. They 
will present problems of human and personnel relations and problems 
of changing patterns of thought and work habits. They will also in- 
volve problems of physical facilities and procedures—in other words— 
all the problems usually encountered in the process of change. 

By a firm and purposeful determination to accomplish this program, 
Veterans Administration will, however, attain an administrative 
achievement rarely equaled in our governmental affairs. 


III. Tue Vererans Service Procram 


This chapter is devoted to a summary discussion of the important 
function of direct personal service to veterans, presently administered 
by the Contact Service of Contact and Administrative Services at 
central office and conducted by contact divisions in regional offices. 
Recommendations detailed in volume IV of the report, designed to 
improve service to veterans, simplify and strengthen field station or- 
ganization and reduce administrative costs, are also summarized in 
this chapter. 


1. NATURE OF THE PROGRAM 


Although Contact Service does not possess clear statutory authori- 
zation for its activities, as do the substantive programs, it is perform- 
ing a service which is vital to the success of Veterans Administration 
and its substantive programs. Contact Service acts as public rela- 
tions agent for each one of the substantive programs and provides 
a uniform avenue through which information concerning programs, 
policies, and procedures can be conveyed to veterans. It also serves as 
the basic point through which veterans can deal with Veterans Ad- 
ministration and be assured of coordinated consideration and action. 
The principal objectives of Contact Service are: 

(1) To keep veterans and their beneficiaries fully informed of the 
benefits and services available to them under the laws administered 
by Veterans Administration and of any changes and modifications 
thereof. 

(2) To provide personal service, in the quantity and at the locations 
required by demand for it, in answering specific questions of veterans 
and beneficiaries concerning benefits and services available and in 
handling complaints about specific cases. 

(3) To provide personal assistance to veterans and beneficiaries 
in applying for benefits and services to assure completeness and ade- 
quacy of information and compliance with established procedures. 

(4) To explain personally to veterans and beneficiaries, actions 
taken by Veterans Administration in specific cases to assure under- 
standing and promote acceptance of them. 

_ (5) To provide follow-up service, as requested by veterans and bene- 
ficiaries, to provide them with information concerning the progress 
of applications and requests. . 

(6) To represent Veterans Administration generally to veterans 
and beneficiaries so as to promote, establish and maintain good rela- 
tions with them. 

_ (7) To promote, establish and maintain for Veterans Admin- 
istration good local public relations throughout the country. 
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The need for such a service was recognized as early as 1921 with 
the creation of the Veterans Bureau. This agency brought together 
for the first time a number of the basically different programs of 
veterans’ benefits so that the relations and contacts with veterans, so 
essential to the success of these programs, could be coordinated and 
handled by one agency. 

Even with this early recognition of the need for providing a single 
source of personal service to veterans, Contact. Service has emerged 
slowly over the years. Section 8 of the World War Veterans Act 
of 1924 provided for appointment of employees to assist veterans in 
the filing of claims. Accordingly, an Information Cooperation Divi- 
sion was formed in central office. Employees of this division were 
known as cooperators. Eventually similar groups were organized 
under the managers of field stations. In February 1929, the Informa- 
tion Cooperation Division was replaced by a Contact Division report- 
ing to the executive assistant to the Administrator, and its representa- 
tives were designated as contact representatives. In 1943, contact 
representatives were assigned to Army and Navy separation centers 
and in 1944 to Veterans Administration hospitals to meet the growing 
need for personal meetings with veterans to inform them about vet- 
erans’ benefits. In 1945 the Contact Division was reorganized as the 
Contact Service. In 1947 it was merged with Administrative Services 
as it is today. 


2. SCOPE OF THE PRESENT PROGRAM 


The growth of the Contact Service reached its peak in 1947, when 
Veterans Administration operated 1,048 contact offices in addition to 
contact operations in regional offices and hospitals. At that time 
approximately 7,000 employees were engaged in this work. By the 
end of fiscal year 1951, this staff had been reduced by more than 
50 percent to 3,034 and the number of contact offices outside of 
regional offices and hospitals had been reduced to 367. 

During the fiscal year 1951, contact representatives conducted over 
10,500,000 personal interviews with veterans and their beneficiaries 
at their request and assisted in the preparation of over 2,250,000 ap- 
plications for benefits. 

Contact Service has successfully brought together for the veteran 
the five basic programs administered by Veterans Administration in 
the field. It is only natural therefore that most veterans regard Con- 
tact Service as virtually Veterans Administration. It is the basic 
justification of Veterans Administration as one integrated agency. 
It is therefore essential that this service be preserved and strengthened 
and given the status it deserves and requires to function effectively. 


8. PRESENT ORGANIZATION AND OPERATIONS 


Contact Service is now one of six services reporting directly to the 
assistant administrator for contact and administrative services. It 
is a central office organization, officially in a staff position, responsible 
for establishment of policies, programs and general procedures gov- 
erning the personal contact program. 

Contact services in the field are provided by Contact Divisions in 66 
domestic regional offices and 367 subsidiary VA offices under direction 
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of regional office managers who report directly to the deputy admin- 
istrator. 

Contact services are also provided in 146 hospitals, not operated in 
connection with regional offices, under the direction of hospital 
managers. 

Contact services are thus the most widely dispersed services of Vet- 
erans Administration. 


4. ORGANIZATION RECOMMENDATIONS 


In accordance with the basic plan of organization recommended for 
the agency, the present contact activities described above are strength- 
ened and expanded to form the basis for the Veterans Service Depart- 
ment, one of the seven operating departments reporting to the admin- 
istrator and his deputy. 

The implementation of the basic plan of organization requires major 
realinement of the field organization of Veterans Administration, a 
realinement in which the proposed Veterans Service Department plays 
akey role. The establishment of direct authority over field operations 
of each operating program with the Assistant Administrators of the 
program departments removes these operations from jurisdiction of 
regional office managers. Furthermore, the transfer of responsibility 
for staff services required by program operations to the respective 
Assistant Administrators will further affect the responsibility of re- 
gional office managers. 

Specifically, later chapters summarize recommendations for trans- 
fer of administrative direction of outpatient clinics to hospitals and 
medical centers, for consolidation of all claims activities in the claims 
centers located in facilities separate from those of regional offices, and 
for establishment of 14 administrative centers for vocational rehabil- 
itation and education and 12 for loan guaranty. 

These recommendations, therefore, will result in the complete with- 
drawal of all basic claims activities from regional offices, in the con- 
solidation of vocational rehabilitation and education administrative 
activities in 14 regional offices and in the consolidation of loan guar- 
anty administrative activities in 12 of these same offices. 

With the establishment of these program centers, regional office 
managers will be responsible for contact activities, general legal and 
guardianship actions, provision of residency services for employees 
of the program departments and the necessary staff services required 
by these activities. Since contact operations will be the major func- 
tion remaining in regional offices, these offices are placed under the 
direction of the proposed Veterans Service Department. 

The proposed plan of organization of the Veterans’ Service Depart- 
ment, shown on exhibit TX, is designed to provide closer and more 
direct supervision of the widely dispersed regional and VA offices 
through which personal services to veterans are provided. The As- 
sistant Administrator of the Department reports to the Administrator 
through the Deputy Administrator and has full authority and respon- 
sibility for the direction and operation of regional and VA offices. 
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It is essential that contact representatives be as widely dispersed 
geographically as practicable to provide maximum opportunity for 
veterans to have personal contact with Veterans Administration. It 
also is essential that these contact representatives have rather close 
supervision and direction, such as they now receive, in and from re- 
gional offices. It is not essential, however, that administrative func- 
tions related to contact operations, such as budgets, accounts, records, 
payrolls, personnel actions, and similar service functions, be per- 
formed in 70 locations. In fact, there will be considerable economy 
in centralizing these administrative functions in fewer locations. Cen- 
tralization of administration of the veterans’ service program in fewer 
field stations will also provide needed intermediate points of manage- 
ment through which the Assistant Administrator can direct the field 
operations of the program more effectively. Administrative func- 
tions for the veterans’ service program are therefore centralized at 
the 14 regional offices at which the recommended vocational rehabili- 
tation and education centers are located, and these regional offices are 
designated as veterans’ service centers. Managers of these centers 
report to a manager of the Field Operations Service at central office, 
who in turn reports to the Assistant Administrator. 

With the concentration of all administrative functions of the vet- 
erans’ service program in 14 veterans’ service centers, the 52 remain- 
ing domestic regional offices will be principally responsible for provi- 
sion of informational and advi isory services to veterans. Accordingly, 
these offices are placed under the jurisdiction of veterans’ service cen- 
ters, as shown in exhibit X, with regional office managers reporting 
to the respective veterans’ service center managers. 
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The Assistant Administrator is provided with the required staff 
services at central office to assist him in the administration of the vet- 
erans’ service program and the supervision of field activities.” These 
staff services include Supply, Budget and Finance, Personnel, Admin- 
istrative, Engineering, and Legal. The Legal Service is provided to 
assist in the direction of guardianship and general legal work in the 
field, the responsibility for which is transferred from the solicitor to 
the Veterans’ Service Department in line with the basic principle of 
the proposed organization plan for the agency to clearly separate staff 
and operating responsibilities. 

In addition to these staff services, the proposed organization plan 
includes three other central office services. Foreign Relations Service 
is transferred from the Deputy Administrator, since it is responsible 
for informational services to veterans located in foreign countries and 
for supervision of the Manila and Balboa offices. 

The Central Office Veterans’ Service is provided to furnish informa- 
tional service to veterans calling at central office. 

Finally, an interdepartmental Liaison Service is provided to main- 
tain liaison with other operating departments and to keep informed 
of changes in the programs, policies, rules, regulations, procedures, 
and technical bulletins. This service is also responsible for digesting 
and publishing this information in the form of a field manual to 
keep representatives of the Veterans’ Service Department currently 
informed so that they may handle veterans’ interviews and applica- 
tions correctly. 

Veterans service centers are organized as shown on exhibit XI. The 
veterans service center manager has three primary responsibilities: 
The provision of personal contact and guardianship services to vet- 
erans at the center and throughout the assigned territory; the opera- 
tion of the center, including provision of residency and certain admin- 
istrative services to vocational rehabilitation and education and loan 
guaranty centers located in the physical facilities of the veterans 
service centers; and the maintenance of favorable relations with vet- 
erans and the public in general throughout the assigned territory. 
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Specialized staff assistance*is provided in the form of five service 
divisions, the Legal, Administrative, Budget and Finance, Supply, and 
Personnel Divisions. In addition, there is an engineering officer re- 
sponsible for the maintenance and operation of physical facilities and 
the required liaison with General Services Administration. 

To assist the managers of veterans service centers in the development 
and maintenance of good public relations, public information repre- 
sentatives who now report to the Director of Information Service at 
central office, even though they are located in the field, are transferred 
to the Veterans Service Department and assigned to veterans service 
centers as public information officers reporting to the managers. 

Informational service and assistance to veterans contacting the 
veterans service center is provided by the Veterans Service Division. 

An assistant center manager is pr ovided with primary responsibility 
for the supervision of assigned regional office managers. 

The organization of a regional office under this plan of field station 
operation is shown on exhibit XII. The principal activity of the 
office, that of providing personal contact service to veterans, is the 
responsibility of the Veterans Service Section. This section also 
supervises the activities of subordinate VA offices and of contact rep- 
resentatives in hospitals and domiciliaries, which under the proposed 
plan are transferred back to the jurisdiction of regional offices where 
they formerly were. The remainder of the organization consists of a 
Legal Section, an Administrative Section, an agent cashier and 
personnel officer. 











MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


38 





eo, aE map parte, 


43314430 TANNOSH3d BIIHSVD LN3ZOV 





zs6t 14dv 


4514140 ‘IVNOIDGY 
UOTEZIUeZIO jo ue[q pesodoig 


WVYOOUd AAAS SNVUFLAA 
NOLLVULLSININGY SNVUSLAA 





RSET 


HOSIASIANS 


LINN G13I4 





JaIHD 
NOILDIS 


BIIANIS SNVUILIA 





URBAN onPRES) I 


1 


YOSIAMIAANS 
LIN 
VOULNOD SO¥0D34 


YOSIABIANS 
INN S2DIA8 TS 


yaOVNVW 


351440 IWNOIDSY 





UIOVNYW LNVILSISSY 
BJOVYNVW 
4231N39 
BDIABIS SNVAILZA 


I1X ListHxgy 


431HD 
NOILD3S 
ZAILVULSINIWOY 


SOSIABIANS 
LIND Add NS 





BYOSIANIANS 


LINn Tivw 





AINYOLIV: 
ONISIAN ANS 


NOILD3S W937 











etme: etn it el Al 





Ree ON Fr SD & OE eee ee) Se Dame Ver ff LE Ee Se ee ee os ww a ae ee a Oe 


FASE en aaa aper ene gPISP yo a NO TEM . STN ER I Le 





he Nai sme 


ison lS alesse nd Dan td 92 i A a li 2 IE 


we 


Went 80 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 39 


Because of their extensive nature, the organization changes sum- 
marized above will necessitate careful planning and thorough testing 
before they can be accomplished throughout the country. Accord- 
ingly, it is proposed to establish, on a pilot basis, one of each of the 
operating department centers contemplated in the proposed plan of 
field organization. These are: A medical center, a claims center, a 
vocational rehabilitation and education center, a loan guaranty center 
and a veterans service center. During the period while this 1s being 
accomplished, an interim plan of organization will be required for 
regional offices. This is summarized below. 

A chart of the proposed interim plan of organization of regional 
offices is shown. as exhibit XITT. Xs indicated on this exhibit, the 
proposed plan provides for direct supervision of regional offices during 
the interim by the Veterans Service Department, with regional office 
managers continuing to be directly responsible for the five staff 
service divisions currently supervised and, in addition, an engineering 
officer and the Contact. Division. 

Responsibility for the operation of the program divisions is trans- 
ferred to the respective operating departments in accordance with the 
basic plan of organization for the agency. ‘To provide for interim 
supervision of these operating divisions in regional offices, it is recom- 
mended that each operating department appoint qualified supervisors 
on a temporary basis and assign them to areas corresponding to those 
recommended for the proposed program centers. These supervisors 
would be responsible for direction of the program division chiefs of 
assigned regional offices until program centers are established. 

This interim plan is geared to maintain operations in regional offices 
without undue disturbance and change during the interim period. At 
the same time it realines regional office responsibilities in line with the 
proposed top management organization structure so that adequate 
central office direction can be exercised in accordance with the revised 
responsibilities. In both respects, therefore, it provides for the con- 
tinuation of regional office service to veterans uninterrupted by the 
organization and operating changes involved in installing the pro- 
posed plan of organization. 


5. OPERATING RECOMMENDATIONS 


The expansion of the present contact service into the Veterans Serv- 
ice Department, as outlined above, will require some changes in oper- 
ating practices. 

The Veterans Service Department should devote early attention to 
the development of more effective means of measuring requirements 
for personal contact service to veterans and of determining the best 
locations for VA offices. The present arithmetical measurement of 
service contacts does not represent a thorough analysis of the need for 
service. A continuous program of test analyses of the nature of the 
contacts should be undertaken to develop more meaningful criteria 
for the number and location of VA offices. 

There is a growing tendency among contact representatives to sell 
benefits and services to veterans. Veterans Administration is not a 
promotional organization. Its primary objective is one of service; 
therefore, personal contacts with veterans should be limited to previd- 
ing the service requested by veterans. 
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Contact representatives are also actively promoting the granting 
of applications for benefits by personally representing veterans before 

rating boards. This creates the untenable situation of an employee of 
the agency promoting an interest which may be contrary to that of the 
agency and in direct conflict with its primary responsibilities. It 
should be clearly established that contact employees are representatives 
of Veterans Administration and not of veterans, and that their 
function is to. provide service to veterans, not to act as their 
protagonists. 

The effectiveness of advice and counsel offered by service repre- 

sentatives depends, to a great extent, upon the accuracy and avail- 
ability of author itative information concerning the various benefit 
programs. The present system of providing this information to 
representatives is both haphazard and complex. It is imperative that 
Veterans Service Department develop, for use by representatives, a 
compact manual which will present, in summarized form, clear state- 
ments of programs and procedures indexed to facilitate usage. 

Contact representatives frequently require information about vet- 
erans which is in the veterans’ claim folders. Consequently, there is 
much passing of records back and forth or, in lieu of transfer, abstract- 
ing of information. In recognition of the need of veterans service 
representatives for complete. and current information concerning 
benefits applied for and granted and to minimize the frequency of 
transfer of records, a revised method of handling veterans’ files is out- 
lined in volume IV. 

With the transfer of public information field representatives to 
veterans service centers, each center manager will be provided with 
the skilled assistance required to develop an effective public informa- 
tion program for the area under his jurisdiction. ‘There is real need 
for the development of such programs with continuity of purpose in 
the furtherance of specific objectives or the alleviation of specific 
problems. 

Good service to veterans, supplemented by a strong, dynamic, and 
purposeful public-information program designed to meet local situa- 
tions, will contribute greatly toward the development of more favor- 
able public reaction to Veterans Administration and its programs. 

The recommendations summarized in this chapter are designed to 
strengthen one of the most important functions of the agency, that of 
maintaining direct contacts with veterans. Veterans Administration 
was created primarily to provide veterans with one source of informa- 
tion and service with respect to the benefits and services available to 
them. The recommended Veterans Service Department fulfills that 
primary purpose of Veterans Administration. The importance of this 
direct service to veterans is recognized by the formation of this de- 
partment as a major operating departi#ent of the agency under an 
assistance administrator responsibile to the administrator and his 
deputy. 

The proposed plan of organization provides a direct channel of 
information from the point of contact with veterans to the administra- 
tor with respect to their reactions to Veterans Administration pro- 
grams, the quality of service being rendered by other operating depart- 
ments and the promptness with which benefits and services are being 
provided. This should facilitate corrective action on the part of the 
administrator when such action is necessary. 
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The proposed plan of organization provides for the continuation 
of information service and direct personal assistance to veterans 
in as many and as widely dispersed rate yea as is necessary to meet 
the needs of veterans for such service with a minimum of travel on 
their part. This is fundamental to good service to veterans and to the 
accomplishment of the basic purpose of Veterans Administration. 
Unjustified curtailment of the geographical dispersion of these serv- 
ices strikes at the very heart of Veterans Administration. 

At the same time the proposed plan of organization provides for 
consolidation of administrative functions, which do not require and in 
fact are impeded by geographical dispersion, in 14 veterans service 
centers, with managers reporting directly to the Veterans Service De- 
partment. These centers are so located that full advantage can be 
taken of common administrative services where other operating de- 
partment activities are not of sufficient magnitude to justify occupancy 
of separate facilities. 

The organization of 14 veterans service centers provides a work- 
able span of supervision which can be maintained at the management 
level through personal contacts between responsible executives. In 
turn, the plan provides for more direct, personal supervision of re- 
gional-oflice operations by grouping those offices under the veterans 
service centers and by establishing direct lines of authority and 
responsibility to center managers. 

It is estimated that administrative expenses can be reduced by at 
least $4,250,000 annually by the implementation of this proposed plan 
of organization. At the same time direct services to veterans will be 
improved. 

The recommendations presented in this chapter are among the more 
important resulting from the survey because they are fundamental 
to the accomplishment of the basic objective of Veterans Administra- 
tion—good service to veterans. 


IV. Tre Mepica, Program 


The medical program of Veterans Administration is the largest 
and the most comprehensive medical and hospital service under one 
management in this country. The services it provides, as well as the 
requirements for professional, technical, and other personnel; for 
facilities, equipment, and supplies; and for public funds, are there- 
fore a matter of considerable interest, if not concern, to a very large 
number of people in all walks of life. 

Millions of persons are affected either directly or indirectly by this 
program. Its significance to veterans and to veterans’ families and 
relatives is, of course, obvious. Its relationship to the medical and 
dental professions, to the nursing and other professional and tech- 
nician groups and to the voluntary hospitals may be less obvious, 
but it is nonetheless real and important. To the thousands of em- 
ployees, suppliers, contractors, and other service groups directly in- 
volved in the program, it is a matter of a livelihood or an important 
source of business. And finally to the people generally—to the tax- 
payers of this Nation—it is another immense Federal program re- 
quiring millions of dollars annually, and therefore a point of concern 
that this money should be spent effectively and economically in pro- 
viding a necessary service to the veteran who genuinely needs it. 
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Throughout all these special interests and concerns there is, of 
course, one underlying thought or recognition, namely, that the medi- 
cal program of Veterans Administration is a necessary but regrettable 
aftermath of war and what war brings to people. From its small 
beginning in early colonial days, when Government first recognized 
an obligation to provide medical care for those disabled in service, 
this medical program has grown in size with the increase in veteran 
population, and in extent as the concept of the program has broad- 
ened with the advances in the medical arts, until today it entails an 
annual expenditure in excess of $600,000,000. Even the most con- 
servative estimates of the future growth indicate that the size of the 
program will be doubled in the next 25 years and that the cost of the 
program in 1975 will probably exceed $1,250,000,000 annually. 

To provide a more comprehensive understanding of this enormous 
and complex program for later discussion of recommended organiza- 
tion and operating changes, this chapter is devoted first to a brief 
description of the nature, history, and scope of the program. 





1. THE NATURE OF THE PROGRAM 


The medical program provides three general types of service for 
veterans: Hospital care, domiciliary care, and out-patient treatment. 
In addition, many special services are made available to veterans with 
specified disabilities. These regular and special services are described 
in greater detail in the following paragraphs: 

(1) Hospitalization 


Medical and surgical care in hospitals is provided to veterans who 
qualify for such service in one of two ways. Any veteran may receive 
hospital care for a service-connected disability when he needs it. 
Such care may be provided in hospitals operated by Veterans Admin- 
istration, in other Federal and State operated hospitals or in private 
or voluntary hospitals. A veteran may also receive care in a Veter- 
ans Administration hospital for non-service-connected disability if 
(1) he signs a statement that he cannot afford to pay for care in a 
private hospital and (2) there is a bed available. 

To comply with the authorization by Congress “to provide a com- 
plete medical and hospital service,” Veterans ‘Administration provides 
medical and surgical treatment in all of the medical specialties and 
fields of the profession. As a part of the hospital care, in addition 
to professional medical service, Veterans Administration provides all 
nursing and ancillary services required, including examinations and 
diagnostic services and convalescent care. Soci I service is available 
to a veteran while he is a patient, and physical, mental, and social re- 
habilitation services and vocational guidance are available during con- 
valescence and after discharge. Furthermore, Veterans Administra- 
tion procures, fits, and repairs prosthetic and sensory aids as required 
and trains veterans in their use. 

(2) Domiciliary car 


Veterans Administration also operates homes for the care of vet- 
erans who, because of disabilities, are unable to earn a living or, 
in the case of peacetime veterans, are without means of support. Need 
for such care must be medically determined, and legal requirements 
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that govern admissions are closely related to those which apply to 
hospital admissions. 

Domiciliary care consists of the provision of food, shelter, clothing, 
personal necessities, and some recreational and social services. All 
domiciliary homes have one or more physicians on full-time duty to 
care for members who, when ill, may be treated in an infirmary or 
transferred to a hospital. Members live in barracks and eat aelty 
style in mess halls. If physically able they keep their own area 


and effects in order, observe quasi-military discipline, and work aes 
details. 


(3) Out-patient treatment 

In contrast to the two general types of services described in the pre- 
ceding pages, out-patient treatment is limited to service-connected 
disabilities only. By statutory provision, service connection includes 
disabilities of Spanish-American War veterans, retired officers, and 
veterans injured compensably between the time of call to active duty 
and actual enrollment. Except in emergency cases, veterans must 
secure authorization from Veterans Administration prior to out- 
patient treatment. Such treatment may be performed by Veterans Ad- 
ministration doctors and consultants or by an approved private prac- 
titioner on a fee basis. 

Out-patient treatment offered includes examination: general medi- 
cal and surgical services; dental service, mental hygiene, physio- 
therapy, radiology, clinical laboratory, nursing, and social services; 
tuberculosis follow-up care; nutritional guidance; and provision of 
pharmaceuticals and prosthetic and sensory aids. In addition, Vet- 
erans Administration clinics also examine veterans in connection with 
application for compensation, pension, insurance, vocational rehabili- 
tation, hospitalization, and domiciliary care. 


(4) Special medical care and treatment 

Special types of facilities are operated to provide additional care 
and treatment for veterans with certain classes of disabilities. The 
nature and number of these facilities are indicated in the following 


table: 


Number in 
Tupe of facility operation 
Amputee centers____---~- eh a lebeades 3 8 
Aphasia centers____-- oi : : 
Audiology and speech correction centers. 
Blind retraining center__ 
Chronie catatonic center 
Epilepsy centers__ 
Lobotomy centers 
Paraplegia centers—_ : 
Plastic eye and cosmetic restoration labor: itories_ 


Gnas 29 


: ius 18 

Additional specialized facilities, supplementary to medical and 
surgical treatment, include 8 dental laboratories, 28 orthopedic brace 
shops, 13 pathological laboratories, and a radium bank; 38 orthopedic 
prosthetic appliance teams assist veterans in the application and use 
of prosthetic appliances, and psychiatric teams provide guidance and 
continuing treatment to neuropsychiatric veterans on tr ial home visits 
and in foster homes. 

Throughout the entire medical program, special emphasis is placed 
on medical rehabilitation of veterans. More than 2,800 employees are 


25735—52 4 
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engaged in providing physical, corrective, occupational, manual-arts, 
or educs itiona] therapy to veterans. 


(5) Research 

Veterans Administration also conducts an extensive medical- 
research program supplementing and supporting medical care for 
veterans. Research projects are of four general types: (1) laboratory 
projects conducted in 60 general and 14 radioisotope laboratories 
located in Veterans Administration hospitals; (2) intra-Veterans 
Administration research projects conducted by full-time Veterans 
Administration employees in various hospitals and clinics or at central 
office; (3) special contractual research projects undertaken outside 
Veterans Administration by qualified institutions, manufacturers, 
agencies, or individuals; and (4) research in orthopedic braces, 
prosthetic appliances, and sensory aids involving both contractual and 
Veterans Administration effort. The last-named program is carried 
on under special appropriation established each year by Congress as 
an earmarked part of the over-all research appropriation. 

Vith the exception of radioisotope research, which is administered 
chnitedlty, laboratory research projects are under the guidance of 
the deans’ committees at individual hospitals under organizational 
provisions described in a later section of this chapter. 

Research projects generally are established with the advice of the 
National Research Council, which appraises them with respect to 
their importance to veterans’ medical care, cost, equipment and per- 
sonnel requirements, and proposed methods. The Council also directly 
handles the major share of contract work for the development of 
prosthetic and sensory aids and is represented on an advisory com- 
mittee which works with Veterans Administration in this field. 


(6) Medical education 


In a medical program as comprehensive as that of Veterans 
Administration, educ ation and training activities are essential to 
maintenance of quality in professional care. Although much of the 
educational work is done at the bedside, in the operating room or in 
the laboratory, formal training is also undertaken through lectures, 
conferences, and demonstration. Teachers, in the main, are visiting 
consultants and attendants who support Veterans Administration’s 
full-time physicians and dentists in determining, approving, super- 
vising, and carrying out training programs. 

At the end of October 1951, 350 individual professional training 
programs involving the further education of 2,081 residents and 55 
interns in 18 specialties were being conducted in 72 hospitals and 3 
clinics. Other formal training programs are being conducted for 
hospital administrators, clinical psychologists, physical and occupa- 
tional therapists, dietetic interns, medical social workers, nurses and 
nurse affiliates, and orthopedic mechanics. As aids to the educational 
programs, medical libraries, medical-record librarianships, and medi- 
cal illustration laboratories have been established widely. 


(7) Special Services 

Although conducted under separate technical management, the 
related services provided by Special Services are nevertheless an 
integral part of the medical program. This office mobilizes, organizes, 
and administers outside assistance of voluntary workers who provide 
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yarious types of entertainment and personal services to veterans in 
hospitals and homes. More than 300 local and 41 national welfare 
and veterans’ organizations participate in supplying an average of 
77,000 volunteer workers each month. 

A second major auxiliary service provided by this department is 
the canteen service which is available in wards and centrally in every 
hospital and home. Through this service, veterans hospitalized or 
domiciled may obtain, at reasonable prices, merchandise and services 
essential to their comfort and well-being. 

This department also or for entertainment such as multichan- 
nel radio installation, tape-recording network service, motion pic- 
tures, and general library service 

The department : also furnishes chaplains for all hospitals and homes 
to provide spiritual guidance and assistance to veterans under care. 


2. THE HISTORY OF THE PROGRAM 


Many provisions of various laws authorize the services described in 
the preceding section and govern specific entitlement to them for des- 
ignated disabilities and for specified classifications of veterans. Early 
legislation pertaining to medical care and treatment for veterans was 
generally summarized and reaffirmed in the War Risk Insurance Act 
of 1917. More rec ently, basic controlling legislation was enacted by 
the Seventy-third Congress 1 in Public Laws 2, 78, and 141 and by the 
Seventy-fourth Congress in Sue Law 312, which redefined and ex- 
panded entitlement to medical care. 

On its creation in 1930, Vet terans Administration inherited the re- 
sponsibility for providing medical and hospital care to veterans. It 
was authorized to use the facilities of the armed services, to take over 
certain existing Public Health facilities, to enter into contracts with 
other Government agencies and private institutions for facilities and 
to build facilities for this purpose. 

Veterans Administration has become involved increasingly in the 
practice of medicine ever since. Beds in Veterans Administration hos- 
pitals have increased in that time from about 40,000 in 1930 to more 
than 108,000 in 1951. There were about 30,000 patients in Veterans 
Administration hospitals, or hospitalized by Veterans Administration 
in private or State hospitals, at the end of the fiscal year 1930. The 
total for June 30, 1951, was 100,517. 

Until 1945, medical affairs were directed by an officer who also had 
charge of supply, construction, real estate, and veterans’ homes serv- 
ice. He reported to the Administrator and was accountable for the 
combined activities under his direction. However, during this time, 
individual Veterans Administration stations in the field reported di- 
rectly to the Administrator. In many instances all Veterans Admin- 

istration activities in a given area were housed with a hospital, under 
common local management. These all-embracing field stations were 
known as combined facilities. 

The Veterans Administration’s tremendous growth as World War IT 
drew to a close broke up most of these combinations. Regional-office 
functions, including out-patient clinics, were generally separated from 
hospitals. 

The = Department of Medicine and Surgery was established 
within Veterans Administration with direct reporting relationship to 
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the administrator by Public Law 293 passed by the Seventy-ninth 
Congress in 1945. The same Congress also established the canteen 
service through Public Law 636. By administrative decree, veterans’ 
homes service was made part of the Department of Medicine and 
Surgery, while canteen service was placed in Special Services. 

From 1946 through 1948, Veterans Administration was organized 
geographically into "13 branch offices, each in charge of a Deputy Ad- 
ministrator who reported to the Administrator and who directed all 
Veterans Administration activities in his area, including medical af- 
fairs. When branch offices were abolished in 1949, administrative 
direction of field stations reverted to the Administrator, where it re- 
mains today, under organizational provisions which are described 
later in this chapter. 

While the foregoing organizational changes were taking place, the 
impact of World War II on the medical establishment of Veterans 
Administration was tremendous. By 1945, it became urgently neces- 
sary to take drastic steps to improve Veterans Administration’s staff 
and facilities to meet the demands that were being made upon them. 

Perhaps the most salutary and significant development in the entire 
history of the Veterans Administration medical program took place 
at this time. It began with the agreement concluded on J: anuary 30, 
1946, between Veterans Administration and the medical profession 
and the medical schools throughout the country, under which the 
schools undertook to operate the educational program previously 
described. 

Under this working arrangement, the medical program has been 
strengthened tremendously during the last 6 years. Today veterans 
are given medical and hospital care of a quality which generally they 
could not afford elsewhere. Much of this progress has been made pos- 
sible by the flexibility of the laws which deal with medical affairs. 

Generally the provisions of laws governing Veterans Administra- 
tion medical affairs are broad. They do specify in detail veterans 
entitlement to certain kinds of benefits, and they deal with organiza- 
tion structure and administrative techniques and procedures to some 
extent. With these exceptions, Congress has left Veterans Adminis- 
tration free to interpret the broad terms of the laws and to define and 
develop the medical services which constitute the complete medical 
and hospital service. 











3. THE SCOPE OF THE PROGRAM 
The size of the medical program can best be illustrated in terms of 
past and present st: 7 istics indicating the growth of facilities, patient 
loads, and personnel and the costs ‘of operation. These factors are 


discussed in the following paragraphs. 
(1) Facilities 

At the end of December 1951 there were 153 Veterans Administra- 
tion hospitals and 17 domiciliaries. The hospitals had a combined 


total of 119,595 authorized beds, of which 109,988 were operating. 
These beds are classified as follows: 























ear 






7g 











<a an we RRR + 


tO A 28 SN 8 


ees 


eH Se be RSE ght OLN TAL ORRIN C 2 LHC As RNA, 5 sri cai eee 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 
Bed distribution, Veterans Administration, Dec. 31, 1951 


Hospitals Operating beds by type 
| Author- 


ized 
beds 


Other 
“ psychi- 
ube ; 
Tube Psychotic) atric and 
neuro- 
logical 


General 
medical 
and 
surgical 


Number Total 


culosis 


Tuberculosis : 10, 259 &, 573 7,74 14 16 
Neuropsychiatric. ___. ; 52, 865 51, 735 2, 013 43 3, 697 1, 559 


General medical and surgical_ 56, 471 49, 680 973 3,779 4, 579 


Total 5 119, 595 109, 988 14, 760 47, 490 6, 154 


In addition, during fiscal year 1951, Veterans Administration paid 
for the care of an average of 8,086 veteran patients per day in hos- 
pitals operated by others than the Veterans Administration. 

The total bed capacity of the homes was 17,836. In addition to 
the veterans domiciled in homes operated by Veterans Administration, 
there were other veterans in 27 State soldiers’ homes whose care was 
partially paid for by Veterans Administration. 

Principal out-patient clinics are located in the 70 regional offices. 
In addition, there are numerous smaller clinics located in VA offices 
which are under direction of regional offices. 


(2) Patient-load—hospitals 


During fiscal year 1951, applications for hospitalization totaled 
892,115. Of these applicants, aaa. were admitted to Veterans Ad- 
ministration hospitals and 64,837 to other hospitals as approved by 
Veterans Administration. This total of 509,720 admissions repre- 
sented 57 percent of the applicants. At the end of the year, however, 
there were only 20,354 eligible applicants awaiting admission, since 
a substantial percentage of applicants are found to be not eligible for 
admission. 

Discharges during the year, totaling 511,895, slightly exceeded 
admissions. At the end of the year there were 100,517 veterans receiv- 
ing hospitalization. Of these, 93,418 were in Veterans Administration 
ot This compares with operating bed capacity of 108.231 as 
of June 30, 1951. 

Many of the 100.517 veterans hospitalized by Veterans Adminis- 
tration at June 30, 1951, were tuberculosis or psychotic patients requir- 
ing long-term treatment or other patients requiring extended periods 
of hospits lization. A recent study of patients in Veterans Admin- 
uae ition hospitals indicated that almost 45,000 of the 100.517 had 
been hospitalized for at least 2 years. 
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Estimated on rolls 2 years 
1 or more 
I ype of case Num be ron 
rolls 
Number 
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As a result of this high percentage of long-term patients, the aver- 
age length of stay for all patients was approximately 60 days. This 
was double the average length of stay for general medical and surgical 
patients alone. 


(3) Patient Load—Homes 


Of the 22,632 applicants for admission to homes during fiscal year 
1951, 18,837 were admitted. During the same period 20,2 "76 were dis- 
charged, leaving a total of 16,279 in the homes at June 30, 1951. This 
high | rate of turn-ov er is characteristic of the homes operation. The 
number of members in homes fluctuates with the season as many of 
those domiciled leave the homes for temporary employment during the 
summer. 

Another characteristic of the homes operation is the relatively high 
average age of those domiciled. The great majority are veterans of 
World War I or prior wars, only 8 percent being World War IT vet 
erans. A typical age distribution is provided by the 3,864 members 


in the Los Angeles home at September 30, 1951, as shown in the fol- 
lowing tabulation. 


| 
A ge group | Number of | Percent of 


| members total 
Percent 
Under 45 , cijee ide bie ieeee in ee 147 4 
45 to 54 3 yi oe cusesdendeeeenes 543 4 
55 to 64 , ee ies ; 8 a nb enh sik tina kctetdns tal ei tion 2, 065 53 
65 to 74 : en ecewcmbchkatees ddan incidiadeds i 771 20 
Bie ohio Heb oi Seid Cad eae ls kde dedi ded de cae ba ee 338 9 
Total... samcubind tba thie aditculedin ahideedad abaeiee aan 3, 864 | 100 


(4) Patient load—Out-patient care 

Applications for out-patient care during fiscal year 1951 totaled 
982,023, of which 598,674, or 61 percent, were for dental care. The 
number of patients authorized dental examination and treatment 
totaled 484,921 and 367,868, respectively. The number of patients 
for whom examination or treatment was completed during the year 
was slightly less, totaling 424,807 and 348,392, respectively. Only 
approximately 39 percent of the examinations completed were by fee- 
basis practitioners, but 79 percent of treatments completed were fee- 
basis work. 

Of the 383,349 applicants for medical care, 329,146 were declared 


eligible. Patient visits, however, totaled over 3 million, as shown 
below. 

Patient visits, 

Classification fiscal year 1951 

Te I aa ans ss tain esse nd ace ees eed po een adamantane 1, 901, 102 


For compensation and pension examinations____.__.....-__--_--__- 569, 588 
For hospitalization or domiciliary care.....u.._...........---...--. 238, 701 
Ow RGEC PT TAIN iii iii asin cicada thn aekaaies 89, 519 
For vocational-rehabilitation examination or treatment ___.-_------ 61, 889 
Por other DURRUNOE: 3 |... cock cnbkcpcka thei etede 211, 954 
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Applications for both medical and dental out-patient care have de- 
creased in the past few years. These trends are indicated in the fol- 
lowing table: 


Out-patient medical applications 


Year Total 

a i Oe a re i eli as an ee as 569, 040 
Sa a a cel las ntaingeien changed eS Raa 476, 459 
1950 a a a Re 419, 973 


Outpatient dental applications 


Year | Total New Repeat 





















1947__. sion hella ede aii Nez Ria tee a fo ra phen) ee | 1, 066, 162 (1) 





j (') 
1948 798, 368 (1) (1) 
Wikeseeen | 763, 365 532, 014 | 211, 351 
1950 cect : sale oe 800, 295 550, 022 250, 273 
Giatidainshenadcastvbhdsssinenedunats« ses ; ‘ | 598, 674 | 364, 136 234, 538 


1 Not available. 


Nore.— Medical figures include new applications only, while dental figures show new and repeat appli- 
eations. No figures are available for repeat applications for medical care. This tends to exaggerate the 
ratio in favor of dental care. 

Although dental figures for new and repeat applications are not available for 1947 and 1948, it is reasonable 
to assume a similar trend as shown for the later years. 
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Outpatient work described above was participated in by approxi- 
mately 100,000 fee-basis physicians, 58,000 dentists, 400 community 
nursing agencies and members of pharmaceutical associations in 45 

é States. 
i 


(5) Personnel 

At December 31, 1951, 129,371 employ ees were engaged in the medi- 
cal program. T hey represented 72.9 percent of the total Veterans Ad- 
ministration work force. 

All of these employees were charged to the medical, hospital, and 
domiciliary care (8000) program, but only 702 of them were members 
of central office and area staffs of the Department of Medicine and 
Surgery. A total of 1,328 central office employees charged to the 
program were responsible to other departments of Veterans Ad- 
ministration. 

As an illustration of this situation, employees of supply depots are 
under the Assistant Administrator for Construction, Supply and Real 
: Estate but are charged to the medical program. 

The great major rity of the program’s employees—the more than 
127,000 who worked ‘in hospitals, regional office clinics or homes— 
were administratively responsible through local managers directly to 
the Deputy Administrator. 





50 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 






The distribution of the employees included in the medical budget 


at December 31, 1951, by location and by function is shown in the 
following table: 


By location: 
Central office- 













ea aes Re cidececis seta insiestéc een bg lecoactaei ex nhobcoeetel pitas ec 1, 349 
AFPCe. GERCeS ANG: SUDDIY. JODO B iin cininn ncn cccanesan ikea intend TSI 
IO since Stas ui ps dec cc chic pe tdaioidin slp ier tea sansa mone degli siae a a 111, 282 
. RNG CRC rin einen ade mS sista So totic Mo aid ea 10, 8837 
PN in ae tin ck acerca gn apostle inc ts ks A akin sepa bd tg hier 5, 122 


OGL ni ea Sr a Do cn elitechcen cunts 129, 371 





By function: 

















mecicine and surgery administration... 3. ec cen 570 
Research 4 igi hati Nae te asset Ul ceca Seasons aa 502 
Outpatient care: 

NIN sts BO a ce a ee ee ee 368 

aI) CIO ns Ketevdetanceeenes a ciabatta 10, 837 
Hospitals : 

Pees @: OTNNO <5 55 a a ae ae are ae ea ee pee 628 

Registrar asians e edlhint aster ta Wee eiedeidiek ag teed ikea ait a cate'sen asta gfe 5, 807 

UNCP MeN eal wis eich Se wewntens semebiselaapue sete 80, 142 
Special services__—- SES ae ee aed ee di ahaa es eS 2, 662 
Finance____ hatin oh et tadashi atl cabe di eee eed eee 
Personnel_ re ee ee ee re 965 
Communic ations SUE OO i ic sisi cataract acdc unnccceceesge a ees 1, 981 
Engineering— iho ates dni ites Eee no ca eptanciccahe eile 16, 478 
Supply___..__- PE ae eae NEE REE Seen 3, 839 ; 
Contact... hee sce a Shy eben 405 3 
Construction and tec hnic ‘al rvs. 665%, Seis Lea eS ee 186 


Canteen 








NNR = a 


Of the total number of employees, approximately 24,000 were fey - 
sicians, dentists, osteopaths and nurses, of whom 4,533 were part-time 
employees, including 1,273 consultants and attendings on regular 
schedules of duty. The distribution of this professional group of 
employees by location and type of profession is shown in the follow- 
ing tabulation : 







“aah oN Ra Nl A NSE 







—_ Central Ares gion: : 
Stafl rotal aie — — Hospitals; Homes 




















Physicians 1, 973 6,414 








Full time 
Part time 





Dentists __ 


Full time 
Part time 


ee a 


Osteopaths 


stenation 





Full time 
Part time 









Nurses 14, 388 14, 140 






Full time 14, 298 
Part time 90 










Total 23, 832 87 35 | 2.583; 21,014 113 





In addition to these, approximately 4,860 part-time professional 
people worked irregular hours of duty during fiscal year 1951. They 
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included about 2,600 consultants, about 1,600 attendings, and about 
660 lecturers and other medical specialist personnel. 
Approximate totals of staff in various other positions were : 


Clinical psychologists j Ss REPS OR: at oat are 325 
Physical therapists and aides_____- baat . 020 
Corrective therapists i 400 
Occupational therapists and aides : zx. : 800 
Educational therapists ‘ 200 
Manual arts therapists and aides ; SS 150 
Pathology professionals and technicians , 900 
Dietitians : S00 
Food preparation and service workers ‘ + eee , , 000 
Social service workers aa 5 » 2a. 
Practical nurses ‘ 100 
Hospital attehdants ‘ : ; 24, 500 
Dental auxiliaries , 000 
Prosthetics and sensory aids specialists : ; j 250 
Orthopedic brace shop workers ‘ ; 285 

Efforts of these full- and part-time staffs were supplemented by an 
estimated monthly average of 800 purchase-and-hire workers and 77,- 
100 volunteer workers. 

Although there were net gains of 15 hospitals and 3.037 authorized 
beds (of which only 1,944 were placed in operation) during fiscal year 
1951, over-all employment in the medical program rem: tined virtus lly 
static. The total number of gies ians and dentists on full- or part- 
time employment decreased 3 percent. The nursing staff increased 
almost 4 percent. The trends in the total personnel charged to the 
program are shown below. 


Average employment 
1940... So aa pelaiba a ee = ae 616 
1947 ; ‘ ; ; aman,  Ohgme 
1948___- E alee skied 104, € 696 
1949__ si ; ae ; ~ riseitnwcanst. AA 
1950 bd ideiecs 4 = at pci i deacemeeee 116, 554 
aes ; a sipniocceiainiga actetae” 


(6) Cost of the Medical Program 


In the fiscal year 1951, the grand tot al of obligations for the medi- 
cal, hospital, and domiciliary care (8,000) program was $623,268,622. 
Revenues from quarters, subsistence, and laundry charges reduced 
obligations to a net of $600,388,455. This amount was distributed as 
follows : 


Distribution of obligations, fiscal year 1951 
By location: 
Departmental _- : : eid, $7, 856, 856 
Field (excluding Manila) —~ ‘ ; ; : 92, 288, 516 
Manila regional office__- : See 248, 083 


i aks ‘ : ; was 600, 388, 455 


By activity: 
Medical, hospital, and home administration_-_ De 7, 856, 856 
Medical research __- s i 4, 978, 568 
Education and training ‘ Piste ecards 1, 413, 553 
Hospital care (in-patient) — Seek ‘ Nas _ 461, 695, S48 
Le ee eee * 21, 522, 795 
Out-patient care______--_- ; id: _. 108, 783, 921 
Supply depots —---- ‘2 Z 2, 136, 914 

Total _- 


_._ 600, 388, 455 
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The estimated grand total obligations for 1952 are $679,001,080. 
Those for 1953 are $700,940,000. This is 12.3 percent over the com- 
parable 1951 figure. These estimates cover all obligations except the 
construction or acquisition of new facilities, which are under separate 
appropriation. Costs are maintained on a basis of expense per patient- 
day. Reported average costs have been as follows: 






ORSTAAE COE HOMEDETR AERTS: OMT SEES 





} 














Other Federal --- : aguinanvohsecdampeaareaee emanate s bealaniaibatmeaet 


11. 25 





Facility type ° 1946 1950 | 1951 
Homes... Sanita saetea isa web aueeneadtaemag kaka $1.90 | $3.04 | $3.28 
Neuropsychiatric hospitals, VA...........-.........------------------ 3.53 | 6.89 7.38 
Civil, municipal, State................-. ddataeideecidiidiain-e dine qlsh dpi dakaattied fe 5.75 
Tuberculosis hospitals, VA... IR LIL RESIS, ele 7.11 | 13.62 | 14. 03 
Civil, municipal, State te : ; 8.05 
General medical and surgical hospitals, VA................. ie 7.87 15.11 17.15 
I RI | | 12.36 





Hospital costs include only “hospitalization” expenses. They ex- 
clude supplemental services, ‘such as clothing and accessories for in- 
digent patients; furniture, furnishings, and equipment ; quarters oper- 
ation and maintenance; research and diagnostic services; education 
and training; capital expenditures; major repairs to structures; re- 
placement of fixed equipment; care of the dead; depreciation of any 
kind; and all other “nonhospitalization” expenses, 


The trend of appropriations for the medical program is shown 
below: 


ws ein Sines nha rss Re sre Sharleen dl $96, 707, 158 


1947 sisal sh salience aot paeem te alan iaon a ascidian eau 470, 658, 053 
ae ett ct aia a ao a ere a 538, 683, 900 
Ba aac eeiacnc tanbasth tin canoeemchendinssecscsaseshencaheat ads hae iialadined antes alae ati eentactsestapnen _... 581, 515, 941 
i a aca nss sciences eainatetong ates aiaipt vic ssa at abhadeiica aapia ls cx dda: a 


nile iti is tins aigelanaaioatstaiia taas dpc gpg sa aptbaeigtiios 601, 679, 331 
4. THE FUTURE MEDICAL PROGRAM 


Such forecasts of the veterans’ medical program as are available 
are based on projected average patient load in hospitals and homes. 
The forecast herein contained was furnished by the Department of 
Medicine and Surgery, Veterans Administration. It incorporates the 
following four premises: 

(1) That additional beds will be authorized, made available, and 
= into operation. 

(2) That the increasing incidence of care for World War I veterans 
will continue according to established trends. 

(3) That World War II veterans will need care in the same general 
proportions as have applied to World War I veterans. 

(4) That statutes governing veterans’ care, and the policies that 
Veterans Administration has pursued thereunder, will not change 
materially. 

An over-all increase of more than double the current patient load 
is forecast between now and 1975, with a commensurate increase in bed 

capacity needed. Exhibit XIV shows projected patient loads and bed 
capacities at 5-year intervals. Bed capacities have been projected on 
bed-utilization ratios prevailing in fiscal year 1951. 
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Forecasts of patient and member loads and bed capacities, 1951-75—April 1951 


AVERAGE DAILY PATIENT AND MEMBER LOAD 


Hospital load 

| Faroe Bes 

| 

| Neuropsy- | 
chiatric 


Homes load 
(total on 
rolls) 


Fiscal year General 
medical | 
and 
| surgical 


| 
} 
| 
I eatensatetacnU SRNR 
| 


Tubercu- | 
losis 


48, 054 | 6, 968 | 
81, 300 | 
100, 100 
118, 600 
117, 500 
111, 700 


41, 283 96, 305 
16, 100 59, 300 | 154, 7 
15, 100 73, 200 188, ¢ 
13, 500 87, 000 219, 

12, 000 99, 700 229, 2 
10, 500 110, 400 232, 6 


BED CAPACITIES NEEDED TO SUPPORT ANTICIPATED LOADS 


Hospital beds 


Fiscal year 


| 
| 
| 





| Nouropsy- 


chiatric 


104, 200 
123, 600 | 
122, 400 | 
116, 300 | 


Tubercu- 
losis 


9, 272 
17, 880 
16, 770 
15, 000 
13, 330 
11, 660 


General 
medical 
and 
surgical 


55, 450 
74, 120 
91, 500 


108, 750 | 


124, 750 
138, 000 


| Total 


117, 835 
176, 700 
212, 470 
249, 350 
250, 480 
265, 960 


17, § 


The authorized construction program calls for an ultimate total 
of 174 hospitals with a capacity of approximately 131,000 beds. Since 
12 existing hospitals are scheduled for closing, this program involves 
construction of 33 new hospitals. By the end of fiscal year 1953, con- 
struction should be completed on 28 of these, providing 17,254 addi- 
tional beds. 

The preceding sections have provided a brief but. comprehensive 
summary of the dev elopment and present status of the medical pro- 
gram. The general manner in which this huge program is organized 
and administered is discussed in the next section. 


5. THE PRESENT MEDICAL ORGANIZATION 


The Administrator of Veterans Affairs is legally responsible for 
management and administration of the medical program in conform- 
ance with laws, regulations, limitations, and appropriations. In this 
respect. he exercises the same ultimate administrative authority over 
medical affairs as he does over every other function of the agency. 
In turn, he has delegated to various executives in his top-manage- 
ment organization the responsibility for administration and oper ration 
of specific phases of the medical program. 

The basic organization plan of V eterans Administration, presented 
as exhibit VII in chapter IT of this volume, shows that the managers 
of all field stations report to the Administrator through the Deputy 
Administrator, who has administrative responsibility for their activ- 
ities. It also provides for functional supervision and coordination of 
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counterpart field activities by central office staff departments report- 
ing to the Administrator. In addition, a special channel for over-all 
operational supervision of hospital and domiciliary activities is pro- 
vided the chief medical director. With respect to medical affairs, 
as indicated by this official chart, the Deputy Administrator (1) ap- 
proves and signs formal directives on administrative matters to hos- 
pitals, homes, and other field stations containing medical activities; 
(2) authorizes allocations and transfers of funds: ¢ and (3) coordinates 
the several organizational components at central office on matters of 
objectives, policies, programs and procedures bearing on the medical 
program and its relations with other programs of the agency. 

The principal direction of medical affairs is prov ided_ by two major 
organizational components in central office. These are the Depart- 
ment of Medicine and Surgery and the Office of the Assistant Admin- 
istrator for Special Services, each of which is devoted almost entirely 
to the medical program. 

In addition, there are seven other central office units which have 
counterpart activities in hospitals and homes and which furnish con- 
tinuing services to regional office clinics. In accordance with estab- 
lished practice, each of them exercises some control over appropriate 
parts of medical operations. Control generally starts with pl inning 
of the program to be carried out and development of policies and 
standards for its operation. Control is implemented by (1) instrue- 
tional material specifying mandatory methods and procedures of 
standard operations; (2) review of budget requests and determina- 
tion of fund allotments and transfers; (3) establishment of staffing 
patterns governing size, organization, and composition of staff; (4) 
qualification specifications for key positions; (5) approval of appoint- 
ments and status changes of key personnel; and (6) audit of conform- 
ance to standard practice through reports and field inspections. 

Some central office units, in addition to performing the essentially 
staff functions just enumerated, also operate important parts of the 
medical program. As previously indicated, the Department of Medi- 
cine and Surgery and Special Services, discussed in detail in subse- 
quent sections, are among these. Other central office components which 
on currently operating certain phases of the medical program are: 

) Construction, § Supply and Real Estate; (2) Personnel; (3) Fi- 
hdres and (4) Budget Service. Operations conducted for the maltlcas 
program by these oflices are described in some detail in volumes ITI 
and X of this report. For clear understanding of medical organiza- 
tion and operations, the nature of this work is summarized in the 
following paragraphs. 

The construction of medical facilities; the purchase, storage, and 
disbursement of medical equipment and supplies; and the provision 
of engineering services at hospitals and homes are under the jurisdic- 
tion of the Assistant Administrator for Construction, Supply, and 
Real Estate. In addition to his official responsibility for technical 
matters, he exercises broad operating authority in each of these areas. 

A principal function performed for the Department of Medicine and 
Surgery by Construction, Supply, and Real Estate is the construction 
of hospit: als and homes and of additions or betterments to existing 
hospitals and homes as authorized by the Administrator within the 

limits of enabling legislation. By established practice, the planning 
of new medical facilities, additions and betterments is a joint respon- 
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sibility of the chief medical director and the Assistant Administrator 
for Construction, Supply, and Real Estate. The authority of the 
latter, however, extends beyond this. His approval is required before 
any modification to grounds or structures may be made by the manager 
of a hospital or home, regardless of whether the proposed change 
requires new construction. Restrictions on the use of funds make this 
authority effective. 

Much the same situation prevails with respect to engineering serv- 
ices, which include grounds keeping; off-ward housekeeping ; mainte- 
nance and repair of plant and equipment; laundry and _ utility 
operation; motor vehicle operation and servicing; and fire, property, 
and safety protection. In each of these activities, Construction, Sup- 
ply, and Real Estate stipulates the uses to which funds and labor may 
be devoted and prescribes materials and methods of operation. To 
assure firm control over details of engineering programs of individual 
stations, many engineering operating decisions must be submitted to 
central office for approval. 

Food, clothing, and medical and other supplies which are an in- 
herent part of medical care and treatment are purchased or con- 
tracted for, received, stored, distributed, and controlled by Supply 
Service of Construction, Supply, and Real Estate. The importance 
of this supply operation to the medical program is indicated by the 
following tabulation of estimated purchases for the 1952 fiscal year, 
which represent approximately 30 percent of the estimated total cost 
of the program. 


Estimated 1952 purchases, medical program 


Provisions y aaa Dai ase eget, ao ; 759, 000 
Other supplies and materials : ! be : 55, 627, OOO 


Contractual services___ eee Lose 2 B 5O, 848, 000 


Rentals ____- : oe nl Oe . f : , 777, 000 


Equipment —__- See : abit a cea as 6, 246, 000 


Total 


pekinese edt 8 el eee es, a imenntiased) DEM eeey Oe 
About 90 percent of total Veterans Administration expenditures for 
materials, equipment, and contractual services (exclusive of tools and 
equipment for the vocational rehabilitation and education program) 
are for the medical program. Three supply depots, devoted almost 
98 percent to the storage and control of supplies for the medical pro- 
gram, are operated by Supply Service. In addition to establishing 
and enforcing policies and procedures and controlling budgets, allot- 
ments, funds, and personnel for these activities in hospitals, homes, 
and regional offices, central office Supply Service contracts for almost 
60 percent by dollar volume of sapien and equipment purchased. 

The Assistant Administrator for Personnel establishes classifications 
for civil-service positions, processes employment activities for cen- 
tralized positions and directs and audits conformance to laws, regu- 
lations, policies, and procedures governing personnel administration 
throughout the medical program. 

Similarly, the assistant administrator for finance vouchers pay- 
ments, maintains accounting records, consolidates accounting reports, 
prepares financial statements of fund status and costs, and directs and 
audits conformance to laws, regulations, policies, and procedures gov- 
erning financial activities in connection with the medical program. 

The Budget Service, part of the Deputy Administrator’s office, con- 
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solidates budgets, controls appropriations, makes allotments, and 
approves transfers of funds, and reviews expenditures for conform- 
ance to allotments pertaining to the medical program. 

The foregoing are the units of the organization which have major 
responsibilities for conduct of the medical program in addition to 
the Department of Medicine and Surgery and Special Services. Each 
is a service which acts in part as staff to the Deputy Administrator 
and in part as an operating unit with direct responsibility for per- 
formance of essential operating functions. In this dual capacity, 
each has so influential a voice in the management of medical affairs 
and so marked an effect on the operation of the medical program as 
to be necessarily considered a part of medical administration under 
the present basic form of organization. 

Exhibit XV shows the present organization of the Department of 
Medicine and Surgery. In exercising this over-all responsibility for 
direction of the medical program, the Administrator is assisted by a 
special medical advisory group of 20 medical and ancillary authori- 
ties whom he appoints. This group, which meets quarterly to con- 
sider policy matters concerning the treatment and care of disabled 
veterans, advises the Administrator through the chief medical 
director. 

The chief medical director is responsible for administration of the 
activities of the department, for development of policies governing 
professional work and for maintenance of favorable relations with 
governmental, professional, civic, and veterans’ organizations and 
with outside individuals interested in the medical program. He is 
assisted in these broad duties by a deputy chief medical director and 
an executive officer. 

Eight major units of organization report to the chief medical 
director through the deputy chief medical director. These are the 
Program Analysis Staff, the Research and Education Service, the 
Professional Service, the Dental Service, the Nursing Service, the 
Prosthetic and Sensory Aids Service, the Out-patient Service, and the 
Hospital Operations Service. 

The Program Analysis Staff develops and admmisters management 
controls, including budgets, allotment and transfer of department 
funds, central office and field station ceilings and staffing patterns 
for professional and ancillary personnel, manuals of practice and 
procedures, instructional bulletins, and reports. All material pro- 
posed for publication clears through this staff. 

The assistant chief medical director of the Research and Education 
Service administers the $6,329,000 program of education, training, 
and research. He is responsible to the chief medical director for the 
planning and direction of these vital activities and for the best use 
and adequate stewardship of the funds appropriated to support them. 

The assistant chief medical director of the Professional Service has 
the task of coordinating the work of nine professional divisions which, 
collectively, are responsible for planning and directing the major part 
of the medical program carried on in hospitals and clinics. To assist 
him in this coordination effort, he has a board of chief consultants 
of 24 outside representatives of various specialties, appointed by the 
chief medical director. ‘This board meets on call to advise on pro 
fessional objectives, policies, standards, and problems. 
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The assistant medical director of the Dental Service develops and 
directs a broad field program which utilizes 1,000 dentists in hospitals, 
homes, and clinics of Veterans Administration, and in which 58,000 
practicing dentists participate on a fe> basis to give veterans home- 
town dental care. 

The director of the Nursing Service is responsible for improving 
nursing care through establishment of sound policies, through edu- 
‘ation and training, through recruitment and placement and through 
development of nursing programs. 

The Prosthetic and Sensory Aids Service is responsible for the pro- 
vision of artificial limbs, orthopedic braces and shoes, wheelchairs, 
crutches, canes,’hearing aids, aids to the blind, optical supplies, arti- 
ficial eyes, cosmetic restorations, and related aids and appliances to 
veterans; for the evaluation and improvement of such items; for the 
improvement of manufacturing standards; and for the instruction 
of doctors and technicians in the use of these items. 

The assistant chief medical director of the Outpatient Service is 
responsible for the administration of regional office clinics and homes 
and for professional direction of the Pharmacy Division. 

The assistant chief medical director of the Hospital Operations 
Service is responsible for the development of technical standards for 
hospital facilities and supplies, improvement in hospital administra- 
tion and management and liaison between hospital management and 
central office. 

In addition te these services the department operates six area medi- 
cal offices under area medical directors reporting to the chief medical 
director through the deputy chief. These area offices are responsible 
for field supervision but have no operational authority. The directors 
manage the internal operations of the offices, administratively direct 
professional staff and area consultants assigned to the offices, provide 
for orderly scheduling of station visitations and for submission of 
adequate survey reports and keep the chief medical director informed 
of conditions and needs in the field. Area medical offices represent 
the farthest extension of the central office medical management into 
the field. 

That part of the medical program concerned with canteens, chap- 
lains, recreation services, libraries, and voluntary services at Veterans 
Administration hospitals and homes is administered by the Special 
Services organization. These special services are integral parts of the 
medical program and are in themselves large operations. Canteen 
Service alone employs over 2,300 people, and other special services 
require nearly 3,000 full-time employees. Over 77,000 volunteer work- 
ers serve each month in Veterans Administration hospitals under the 
auspices of 41 national organizations and more than 300 local organi- 
zations affiliated with the Voluntary Service program. 

The Assistant Administrator for Special Services, who reports to 
the Administrator through the Deputy Administrator, is responsible 
for conducting these programs in a manner to contribute as much as 
possible to the care of patients. His organization is comprised of five 
services, the Voluntary, Recreation, Library, Chaplaincy, and Can- 
teen Services. 

The Voluntary Service establishes standards and procedures for 
incorporating volunteer work into hospital and homes programs; for 











58 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


identifying and defining the kinds of work that volunteers can con- 
tribute; for developing selection and training programs for volunteer 
workers; and for coordinating the work among field stations. 

The Recreation Service is responsible for furnishing recreation for 
patients at hospitals and homes. 

The director of the Library Service runs the general and medical 
reference libraries at central office and directs medical and patients’ 
library services at hospitals and homes. 

The director of the Chaplaincy Service is responsible for the pro- 
curement of chaplains for field stations and for the maintenance of 
relations with churches of various denominations. 

The Veterans Canteen Service is “an independent unit in Veterans 
Administration” established by law with “exclusive control over all its 
activities including sales, procurement and supply, finance, including 
disbursements, and personnel management.” It operates like a wholly 
owed government corporation, financed by a revolving fund deposited 
with the Treasury Department. It is responsible for operation of 

canteens at Veterans Administration hospitals and homes to make 
ai ible to veterans, at reasonable prices, articles of merchandise 
and services essential to their comfort and well-being. 

The medical program is carried out through four principal types 
of field organizations, namely, hospitals, domiciliaries or homes, 
regional office outpatient clinics and centers. 

The manager of a hospital is responsible for direction and adminis- 
tration of the medical program within budgetary limits and in accord- 
ance with regulations and procedures established by various central 
office authorities for their counterpart activities in the hospital. Re- 
porting to him, generally, are an assistant manager; the Chiefs of 
the Contact, Communications and Records, Finance, Personnel, 
Special Services, Registrar, Engineering, and Supply Divisions; and 
the Chief of Professional Services. At those hospitals wherein a 
formal teaching program has been established, there is also a Deans 
Committee whose members, selected locally, are appointed by the 
chief medical director. The committee develops the program of pro- 
fessional education for physicians and dentists, nominates for ap- 
pointment part-time consultants and attendants who instruct, and 
residents or interns who, as full-time employees, receive instruction. 
It approves the course of study of each resident and intern and ap- 
praises his performance and progress. 

The manager of a home, responsible for its management and opera- 
tion, gener: ally has six divisions covering the functions of finance, 
supply, engineering, personnel, commissary and administration. The 
manager is also assisted by a domiliciary officer, responsible for the 
care, welfare, and discipline of members. 

Regional office clinics are directed by chief medical officers who 
report administratively to regional managers through assistant man- 
agers. These officers are responsible for ere of medical and 
dental services for authorized beneficiaries of Veterans Administra- 
tion and for such members of the Armed Forces of the United States 
and allied countries as are designated by law. They coordinate ad- 
ministrative and professional work within the clinic and oversee 
clinics located in VA offices within the region. 
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In 18 locations a hospital and a home are under common manage- 
ment. Hospitals and regional offices are under common management 
in 13 other locations. These combinations are called centers. 

At hospital and home centers the manager of the center usually 
provides finance, supply, personnel, engineering, communications, and 
records, contact and special services to both the home and the hospital. 

At hospital and regional office centers, special services remain as 
a part of the hospital organization. The general administrative 
services may be under direction of the center manager or may be 
assigned to the regional office or divided between the regional office and 
the hospital. 


6. ORGANIZATION RECOMMENDATIONS 


The proposed organization of the medical program provides for 
complete integration of all phases of the program under one respon- 
sible officer with full authority under the administrator and with the 
staff services required for effective operation. It clearly establishes 
authority and responsibility for all phases of the operation of hos- 
pitals, domiciliaries and outpatient clinics with the chief medical 
director. It provides for improved and more direct supervision of 
field station management. It clarifies the relationships of staff de- 
partments of the Administrator to medical operations and provides 
for administration of staff services required by the medical program 
within the Department of Medicine and Surgery under the direction 
of the chief medical director. Finally, it reorganizes the Department 
of Medicine and Surgery so that the major management functions are 
clearly identified and so that adequate authority and responsibility 
can be delegated to field station management with a minimum of co- 
ordinating effort. 

The proposed plan of organization for the Department of Medi- 
cine and Surgery is shown on exhibit XVI. 

This plan provides the Chief Medical Director and his deputy with 
three assistant chief medical directors, each responsible for one of 
three major functions of the medical sscicieemacaa titled operations, 
and research. 

The Assistant Chief Medical Director for Operations is responsible 
for the direction of the extensive and widely dispersed operations of 
hospitals, clinics, homes, canteen, and other operating installations 
of the medical program. 

To assist him in the many and varied requirements of this operating 
responsibility he has staff service organizations for each of the spe- 
cialized functions of management involved in the operation of medical 
facilities in the field. 

The Budget and Finance Service is responsible for the establish- 
ment and maintenance of budgetary, financial, and report controls for 
all medical activities and for the development of program-operating 
costs. Budgetary control now performed by the program-analysis 
staff is transferred to this service. 

_ Responsibility for maintenance and operation of physical facili- 
ties is transferred from Construction, Supply, and Real Estate to the 
Department of Medicine and Surgery, and an Engineering Service is 
established under the Assistant Chief Medical Director for Opera- 
tions. The Chief of this Service is responsible for the programing 
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and direction of engineering activities in hospitals and domiciliaries 
to meet professional and operating requirements. 

Supply operations pertaining to the medical program, including the 
operation of supply divene are also transferred to the Department of 
Medicine and Surgery from Construction, Supply, and Real Estate. 
The Chief of the Supply Service for the Department is responsible 
for operation of the depots, for centralized buying and contracting, 
and for establishment and control of inventory levels, so that equip- 
ment and supplies of proper quality and cost “needed in the st 
program reach their point of use on time and in the needed quantity. 

A Personnel Service is also provided to assist the Assistant Chief 
Medical Director in personnel administration and in the maintenance 
of good relations with the employees of the Department. 

The Or ganization and Methods Service is responsible for adminis- 
tration of. management-improvement programs, work simplification, 
preparation and maintenance of manuals, and control of publications 
and forms. 

The Assistant Chief Medical Director for Operations is also pro- 
vided with an executive officer to assist him in the necessary liaison 
with other departments of the agency, particularly the Construction 
Department, and with an educational administration staff under a 
Chief responsible for the administration of the education and train- 
ing programs for professional personnel conducted throughout the 
field. 

All of these services and officers have staff responsibilities only. 
They develop functional policies and programs, prepare functional 
manuals for guidance of field management, and provide functional 
counsel and advice to counterpart officers in field stations. Finally, 
they assist the Assistant Chief Medical Director for Operations in the 
appraisal of operating results and in the development of programs 
for their improvement. 

The responsibility for operation of the medical program in the field 
is delegated to three Directors—the Director of Hospitals and Clinics, 
the Director of Homes, and the Director of the Veterans Canteen 
Service. 

With the integration of special services with the Department op- 
erations, the Veterans Canteen Service, responsible for operation of 
canteens throughout the field, is separated from the other strictly staff 
functions of special services and placed in the operating organization. 
The Director will continue to operate the Service, in accordance with 
the law, as a completely self-contained operation with its own staff 
services, as indicated on the organization chart. 

Separate responsibility for the operation of homes is established in 
recognition of the marked difference in the kind of care furnished to 
veterans in homes as contrasted with that received in hospitals and 
clinics and the consequent differences in organization requirements. 
The Director of Homes is, therefore, fully responsible for the planning 
of domiciliary care and for the direction and coordination of domi- 
ciliary operations. The independent operation of homes does not pre- 
clude, however, the use of common services where hospitals and homes 
are located together. Arrangements for such use are outlined in 

volume V. ‘ 

The Director of Hospitals and Clinics is responsible for develop- 


ing an integrated program for the operation of hospitals and clinics, 
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for providing the highest attainable level of in-patient and out- 
patient care, and for managing the hospital and clinic system of Vet- 
erans Administration. 

Even with this delegation of operating responsibility from the 
Administrator down through the organization to this level, the large 
number of hospitals and clinics involved and their wide geographical 
dispersion precludes adequate management direction by one individ- 
ual in central office. In order to provide for closer and more direct 
coordination and supervision of hospital and clinic operations in the 
field, 20 medical centers are established to which operating authority 
and responsibility are delegated. Managers of these centers, which are 
administrative centers, report to the Director of Hospitals and 
Clinics. In turn, hospital managers report directly to the managers of 
the medical centers. Although in most cases out-patient clinics will 
remain physically located in regional-office facilities, the responsi- 
bility for their operation is transferred from regional-office managers 
to hospital managers, each clinic being assigned to the nearest hos- 
pital. Chief medical officers of clinics, therefore, report to hospital 
managers. 

Medical centers are located and have assigned territories as shown 
on exhibit XVII. They were established so that the area of coverage 
would be small enough to permit frequent personal contacts between 
management and professional employees and so that the existing and 
potential in-patient and out-patient load would be reasonably well 
balanced. Generally, medical centers were located in recognized 
centers of medical education. 

The organization plan of a medical center is shown on exhibit 
XVIII. The manager is responsible for planning the medical pro- 
gram for the assigned area; for coordinating medical care, education, 
and research in the area; and for maintaining good balance in facili- 
ties, patient loads, and personnel among the hospitals and clinics under 
his administration. The manager is assisted in administration of the 
program by a Chief of Professional Services, a Chief of the Budget 
and Finance Division, a Chief of an Administrative Division, a per- 
sonnel officer, and an engineering officer. 


Exuisit XVIII 
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Medical centers replace the existing area medical offices. They are; 
however, quite different in nature since they have full operating au- 
thority whereas area medical offices have only staff responsibilities and 
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no operating authority. Medical centers are provided to meet the 
need for an intermediate level of management in such a huge and far- 
flung program. They are required to determine the nature and scope 
of the medical program to meet veterans’ actual needs; to plan and 
develop staff and facilities soundly balanced to meet these needs; to 
take best advantage of community resources; to distribute and ex- 
change patients, staff equipment, and supplies for best results; to co- 
ordinate programs and to adjust them readily to change; and to 
exercise necessary administrative direction and control on an executive 
management basis. 

Sound, far-sighted planning is essential to the successful manage- 
ment of any program as large, as extended, and as complex as that 
of the Department of Medicine and Surgery. Consequently, the 
proposed plan of organization provides for an assistant chief medical 
director for planning. Although in a purely staff capacity, he is 
responsible for one of the most important and difficult tasks confront- 
ing the Department, that of evaluating objectively, sympathetically, 
and fairly the various viewpoints and special interests which require 
reconciliation in any large medical program. 

The assistant chief medical director for planning is responsible for : 

(1) Coordinating professional and ancillary services and integrat- 
ing them with operating and research activities in such a way as to 
achieve unified planning of consistent objectives and policies govern- 
ing a unified program of medical care, education and training, and 
research. 

(2) Providing for development of professional standards govern- 
ing kinds and quality of staff, facilities, equipment, and supplies 
needed by the approved medical program. 

(3) Providing for appraisal of conformance to established policy 
and standards throughout medical operations. 

(4) Providing for collection and dissemination of pertinent pro- 
fessional and technical information. 

(5) Gaining acceptance and support for the medical program from 
professional and ancillary groups, agencies, and individuals outside 
Veterans’ Administration. 

To assist him in these important functions, the ‘assistant chief 
medical director has a staff of 14 services representing the major pro- 
fessional and ancillary services, each under a director of service. 
‘These services are indicated on exhibit XVI. 

This organization combines, regroups, and standardizes the plan- 
ning functions now divided among many units of the present organ- 
ization. Improved coordination, closer teamwork, and greater unity 
of direction and purpose in programing for veterans’ medical care 
will result from the streamlining, consolidation, and unification of 
these functions. Bip oat 

The medical research program of Veterans’ Administration is sup- 
ported by separate appropriations by Congress. In view of this, and 
in view of the importance of the program to good medical care to 
veterans, the plan provides for an assistant chief medical director for 
research. He is responsible for development of policies, plans, and 
programs for the conduct of medical research and for the integrity, 
propriety, and productiveness of research work. a 

The proposed plan of organization of the Department of Medicine 
and Surgery provides for extension and strengthening of the relation- 
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ships with outstanding professional institutions, associations, and in- 
dividuals which have so enriched the medical program of Veterans’ 
Administration in the past few years. The plan continues the special 
medical advisory group, which symbolizes and keynotes this stimulat- 
ing influence. At the next level of organization the plan provides for 
continuance of the Board of Chief Consultants to make available to 
Veterans’ Administration the advice and counsel of leading special- 
ists of the medical profession. With the creation of medical centers, 
the plan establishes central medical advisory groups to provide counsel 
and guidance to the center managers on professional matters and facil- 
ities in the assigned areas. Finally, at the hospital-operations level 
of organization, deans committees are provided for, together with con- 
tinued use of consultants and attendings. In addition, the plan pro- 
vides for the establishment of medical advisory groups for those 
hospitals not participating in the teaching program, to provide sim- 
ilar counsel and guidance. 


7. OPERATING RECOMMENDATIONS 


Operating recommendations presented in volume V point up vari- 
ous ways and means by which the medical, hospital, and related 
services can be administered more effectively in accordance with sound 
management principles and in line with the proposed plan of organ- 
ization. Recommendations pertain to 12 topics, as follows: Re- 
orienting operating policy; planning the medical program; utilizing 
the medical community; planning the domiciliary program ; adminis- 
tering research ; programing the construction of facilities; improving 
accounting, budgetary, and cost controls; simplifying essential can- 
trol of operations; developing a constructive personnel program; im- 
proving engineering effectiveness; attaining more economy and greater 
flexibility in come operations; and effecting further operational 
unprovement. 

(1) Reorienting operating policy 

The operating policies and basic philosophies of management of 
the medical program will require modification and change with re- 
spect to the decentralization of management, the development of an 
awareness of the service nature of staff activities and participation 
of field executives in the management functions of policy formula- 
tion and planning. 

The plan of organization proposed for the Department of Medicine 
and Surgery establishes a clear line of authority and responsibility 
from the chief medical director through intermediate levels of or- 
yanization to field stations. With the establishment of this relation- 
m7 the chief medical director is in a position to delegate authority 
and responsibility to the fullest extent. In fact, the proposed organ- 
ization plan will not be fully effective unless authority over opera- 
tions is decentralized to the field stations. 

Decentralization of operating authority is required where the geo- 
graphical dispersion of operations is as great as it is in the medical 
program. Local operating management is most familiar with the 
conditions and has better knowledge of the pertinent facts. Conse- 
quently, decisions made under those circumstances are usually more 
practical. Furthermore, prompt decisions are requisite to good serv- 
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ice. Under decentralized management more rapid and effective action 
will be possible. 

Decentralization of management is essential to improvement of med- 
ical operations. It will not be accomplished by the mere change of the 
plan of organization, but rather only when, in spirit and in fact, 
authority is delegated in accordance with the plan. In turn, accept- 
ance of delegated authority by field station management must be 
accompanied ‘by recognition of the obligation to operate within estab- 
lished policies, budgets, procedures, and standards and by acceptance 
and utilization of staff assistance. Only when such recognition and 
acceptance have been attained can top management delegate authority 
and responsibility fully. 

rhe proposed plan of organization clearly separates responsibility 
for staff and operating functions. .This will also change working re- 
Jationships and require adjustments in executives’ points of view. 
Each operating executive should be thoroughly familiarized with the 
nature and value of staff services and should be thoroughly instructed 
in the means and methods by which they may be best utilized. Oper- 
ating executives should be encouraged to use staff services. On the 
other hand, employees in staff services should realize the advisory 
limitations of their positions and adopt an attitude of service rather 
than of dictation. 

Although top staff functions are performed at central office, this 
should not preclude participation by field operating executives. The 
real value of policies, plans, or procedures is often determined in the 
field. The need for change is frequently apparent in the field before 
it is brought to the attention of the central office. Field offices should, 
therefore, be encouraged to comment and make suggestions on prob- 
lems incident to the application of policies, procedures, or other re- 
quired regulations. In this way, formulation or revision of policies, 
plans, or procedures will arise out of actual experience in operation, 
thus providing a firm and practical basis for the development of im- 
provement that will best assure effective functioning of the Depart- 
ment of Medicine and Surgery. 

The full effectiveness of the proposed plan of organization will 
become apparent when these important changes in management ap- 
proach and technique have been clearly understood and smtaliigentty 
applied. 

(2) Planning the medical program 


Planning the extent and nature of medical and hospital care that 
Veterans Administration should be prepared to provide for veterans 
is a difficult and complex matter. The size and variety of the potential 
patient load depend to a great extent upon the basic policies that are 
adopted to govern the eligibility of veterans for medical and hospital 
care and the extent to which medical care and treatment are to be 
provided. Unfortunately, such basic policies have not been firmly 
established either legally or administratively. 

Present laws clearly require provision of hospital care for all vet- 
erans with service-connected disabilities. It has been estimated that 
51,000 beds would serve all foreseeable future needs of this type. 

The law, however, states that hospital care may also be provided to 
veterans with non-service-connected disabilities when a bed is avail- 
able, but conditions are not defined governing availability of beds. 
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At the end of fiscal year 1951, 64 percent of veterans in Veterans Ad- 
ministration hospitals were non-service-connected cases. If provi- 
sions were to be made for care for all such cases, it has been estimated 
that a total of 365,000 beds would be required. 

The law likewise is silent with respect to chronic cases. If all 
chronic cases were taken care of, regardless of service connection, it 
has been esitmated that 163,000 beds would be needed for such cases 
alone. 

Presently Veterans Administration has authorization for 131,000 
beds. On that basis Veterans Administration will have: 

1. Three times more capacity than is needed for service-connected 
disabilities alone. 

2. Eighty percent of the capacity required by chronic cases. 

3. Thirty-five percent of the capacity needed for all disabilities of 
all veterans. 

The definition of complete hospital and medical care is left by legis- 
lation largely to the Veterans Administration’s own determination. 
The extension of that care to non-service-connected disabilities on a 
basis of available beds allows Veterans Administration considerable 
latitude as to the volume of such treatment that it decides to provide. 

These are matters of top policy. Where no conflict with legis- 
lation exists, it is imperative that Veterans Administration clearly 
establish policies governing them. Where legislation is the source 
of ambiguity, Veterans Administration should seek clarification. 
These actions are essential to sound and effective planning of facilities, 
funds, and personnel required for the mae’ program. 

Further complicating the planning problem is the lack of clear 
policies with respect to the extent to which certain medical services 
are to be provided. Specifically, there are five areas of service which 
need review to determine the relationship of their scope and function 
to the intent of Congress as indicated by the existing laws. These are 
mental hygiene, dental services, social service, rehabilitation, and 
special services. 

There are several problems arising in connection with mental 
hygiene services that require consideration and solution if the scope 
and limits of the medical program are to be determined sufficiently 
to permit sound planning. There is need, first of all, for evaluation 
of the extent to which mental hygiene activities should be applied to 
veterans in out-patient clinics as well as in hospitals, particularly 
to those who do not recognize that they need such service, or who 
will not cooperate in its program or who actually resist apparent 
recovery lest their compensation be withdrawn. In the second place, 
there is need to evaluate the program in the light of existing legal 

requirements with respect to the provision of psychiatric care and 
mental-hygiene consideration to veterans with disabilities adjudged 
non-service-connected who enter hospitals to receive mental-hygiene 
service, to which, by law, they are not entitled in out-patient clinics. 
Through such practice, a fundamental objective of the mental-hygiene 
program (to keep patients out of hospitals) is vitiated. 

The copberivnt f of the dental service and the extent to which it 
is being used for both service-connected and non-service-connected 
cases also raise questions concerning present practice with respect 
to the intent of the law. With repeat applications approaching 40 
percent of total applications for this service, a review of the basic 
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policy which calls for lifetime care of the service-connected tooth and 
which, through custom, may extend that care to a full set of service- 
connected dentures is in order. 

The social-service program now includes tasks which Veterans 
Administration is neither staffed nor financed to perform adequately. 
Determination of the scope and limits of this service is essential to 
future planning. Either the program objectives need modification, 
or additional staff and funds must be provided to permit adequate 
performance of the stated programs. 

With respect to rehabilitation services, there is a basic problem con- 
cerning whether full-scale rehabilitation programs should be devel- 
oped in all hospitals regardless of size or type or whether the programs 
should be selectively modified to meet the specific needs of each 
hospital. 

There is a general impression among many of the doctors in 
the field that the special services program is too elaborate, and some 
doctors question the therapeutic value of certain of these activities. 
Establishment of the scope and limits of this service to the satisfac- 
tion of the professional staff should be made part of the planning of 
a sound and well-integrated medical program. 

Once these basic policies have been reviewed and clarified, opera- 
tional planning should be delegated to medical centers. Potential 
and existing variations between centers and between hospitals and 
clinics will thereby be recognized and realistically treated. Some of 
the areas in which variations need to be recognized in planning are: 
Age grouping of veterans; morbidity; service requirements; avail- 
ability of medical skills; availability of medical facilities; accessi- 
bility of teaching affiliations; variations in medical practice; geog- 
raphy of the areas; and distribution of veteran population. These 
and other variations need consideration in sound and realistic plan- 
ning. They should, therefore, be evaluated where the information 
is reé eadily available—in the medical center. 


(3) Utilizing the medical community 


In recent years Veterans Administration has made a notable ad- 
vance in its medical program by enlisting close cooperation and sup- 
port of the medical profession and medical schools throughout the 
country. ‘The proposed plan of organization not only recognizes the 
tremendous advantages thus far gained from this mutual ie Sous 
tive effort but also provides for greater participation of the medical 
profession in joint activities of the program. To take full advantage 
of the provisions of the organization plan, Veterans Administration 
should extend teaching programs to present hospitals and clinics 
which do not have them and should create additional deans commit- 
tees to assist in such programs. Deans committees should be utilized 
to a much greater extent in the formulation of policies, plans, and 
programs. With medical center management participating in these 
management functions, there will be greater opportunity to enlist 
their assistance in this respect. 

The inclusion of clinics under hospital management and the cre- 
ation of medical centers makes it possible to expand and improve staff 
training through rotation of residents, ‘cununae. attendings, and 
staff through clinics as well as hospitals. Under the medical center 
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organization, the use of consultants should be expanded and applied 
more uniformly and effectively. 

The use of fee-basis practitioners should be encouraged and ex- 
tended. However, standards for judging performance and criteria for 
selection need to be established to provide greater assurance that the 
services rendered will be satisfactory and obtained at reasonable cost. 
(4) Planning the domiciliary program 

Under the proposed plan of organization the management of dom- 
iciliaries is clearly separated from the management of hospitals. 
This provides for consideration of the separate factors affecting the 
programs in their planning. In practice the factors have tended to 
become confused under common management, and questions of re- 
habilitation of domiciliary members and care of the chronically ill 
have been overshadowing the stated primary purpose of domicil- 
iaries—to provide a home for veterans disabled to the point of being 
unable to earn a livelihood. In future planning, consideration should 
be given to the limitation of domiciliary care to the existing legal con- 
cept and the development of new means of coping with the problems 
of rehabilitation and chronic cases. 


(5) Administering research 


The research program of Veterans Administration is an extensive 
program involving numerous projects and sizable expenditures. It 
was surprising to find that detailed and specific information concern- 
ing active projects was not readily available, nor are there any estab- 
lished and expressed policies governing research activities. Policies 
and standards need to be developed for determination of the appli- 
cation of research projects to the medical care of veterans and of the 
medical fields within which the program should be conducted. Re- 
quests for funds should be substantiated by a record of defined and 
specific projects, and procedures should be established which will 
assure that research funds are devoted solely to the execution of the 
projects approved. ; 

(6) Programing the construction of facilities 

The present locations of Veterans Administration hospitals have 
little reference to criteria which might normally be expected to 
govern the planning of a national hospital system. Some hospitals 
have been inherited from predecessor organizations or from the 
Armed Forces. The construction program is a product of many con- 
siderations, and Veterans Administration is by no means solely 
responsible for all the determining elements. As a result, Veterans 
Administration is frequently faced with problems of patient-load 
balance in its various hospitals as well as with problems of staffing 
these hospitals. ‘These are problems of either too much or not enough 
in specific locations. The existing hospital system, therefore, can- 
not be said to be the result of thorough long-range planning according 
to realistic estimates of patient needs or staffing requirements. 

Much improvement is in evidence within the last few years, but 
the future howl be soundly anticipated with the application of clear 
policies governing the location, type, and number of beds required to 
serve veterans effectively and economically. Veterans Administra- 
tion should be allowed to plan and carry out intelligently, in accord- 
ance with facts and practical criteria, this highly important and 
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enormous program for the good of the veteran and the country 
generally. 

Another problem of the construction program has arisen in con- 
nection with the design of hospitals. Considerable friction has existed 
in the past between those responsible for design and construction of 
hospitals and those veapiunils for their operation. Fortunately this 
condition has been alleviated to a very large extent within the past 
year, and under the proposed plan of organization there should be 
little or no difficulty in this connection in the future. 

(7) Improving accounting, budgetary, and cost controls 

The proposed plan of organization will require a certain number 
of records and reports enabling operating management at all levels to 
obtain timely and pertinent facts on which to take informed action. 
At present three separate sets of financial records are maintained in 
hospitals and homes. Expenditures are recorded by object classi- 
fications in an allotment ledger, by limitations under each appropri- 
ation in a general ledger, and by operating units in a series of cost 
work sheets. 

These three separately maintained records should be combined into 
one accounting system which should provide all operating, control, 
and cost data required. 

This accounting system should be closely integrated with agency 
budget procedures. The annual budget now used is primarily a means 
of presenting needs for funds and serves little other purpose. In 
order to utilize budgets as instruments of management, it is necessary 
to place greater reliance on field budgets, to discontinue the use of 
averaged standards for budget calculation and to prepare field budgets 
which realistically reflect the needs and programs of each station. 
Budgets can and should become a vital control for operations and, 
when integrated with a unified system of accounting, should provide 
a means of management control through comparison between planned 
performance and actual results. 

Veterans Administration has several cost systems in force, inde- 
pendently and variously computed. None is complete according to ac- 
ceptable business standards. The methods of compilation are clumsy 
and expensive, and results are frequently misleading. Cost data and 
costing practices should be improved for better direction and measure- 
ment in the conduct of the agency’s affairs. 

(8) Simplifying essential control of operations 

Present practices in control of operations are those of a strongly 
centralized form of organization. In consequence the power of local 
management to make decisions is greatly limited. In the Depart- 
ment of Medicine and Surgery ceilings are utilized to establish organ- 
ization patterns and personnel limitations by types and grades of 
positions; mandatory procedures are used to prescribe in detail the 
manner in which operations should be conducted; and continual 
inspections are made of operations with the major, if not the sole 
purpose, of detecting deviations from ceilings and mandatory pro- 
cedures. The consequent elaborate system of inspection reports, sta- 
tion justifications, and central office replies consumes much time of 
management executives. The volume of such reports is tremendous. 
In six of the professional services alone more than 300 such reports 
flow into central office in a month. 
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The proposed decentralized form of organization will permit and 
require simplification of these controls, and at the same time better 
results will ee achieved at considerably less cost. 

Ceilings should be abandoned in favor of sound budgeting to meet 
the needs of individual field stations. Mandatory procedures should 
be reduced to a minimum, involving only those which are essential to 
agency-wide uniformity in handling of records and to compliance 
with laws and with regulations of other Government agencies. Other- 
wise, procedures should be used only as guides for local management, 
to be modified to suit local conditions and requirements. Inspections 
should be replaced by personal follow-up by management executives. 
Under the proposed form of organization, with intermediate manage- 
ment provided by medical centers at points closer to field operations, 
all of these beneficial changes will be possible. 

Management control should be further strengthened by the develop- 
ment of an adequate system of reports for use at all levels of manage- 
ment throughout the department. Most of the present reports are 
statistical in nature and are of little use in actual direction of opera- 
tions. The report system should be redesigned to meet the needs of 
operating executives and to point up out-of-line performance so that 
control by exception can be exercised. 

(9) Developing a constructive personnel program 

Of all of the moves recommended to achieve decentralization of 
management responsibility, that affecting personnel administration 
can be expected to be one of the most difficult to accomplish within the 
Department of Medicine and Surgery. Centralized classification, 
selection and placement, promotion and transfer of staff in the field 
characterize the present plan of organization and form the cornerstone 
of its control operations. To be effective, decentralization of per- 
sonnel actions will require not only experienced and well-trained 
administration within the department but also the development of 
understanding and acceptance on the part of executives at central] 
office and in the field. 

The plan of operation best suited to the proposed organization 
structure requires that personnel actions initiated at one level of the 
organization be reviewed and approved at the next higher level of 
organization. This, of course, means that many actions which central 
office executives now control and approve will no longer be within 
the scope of their prerogatives. The Chief Medical Director, the 
Assistant Chief Medical Director, and the Personnel Director should 
devote considerable time and attention to development of under- 
standing and acceptance of this basic policy of delegation of authority 
over personnel actions on the part of central office executives and to 
education and training of field executives in the handling of these 
new responsibilities. 

If the Department of Medicine and Surgery is to obtain and retain 
the number and kind of employees it requires, it will need to restudy 
the equity, logic and incentive factors in its over-all salary structure. 
Such a review should include consideration of : 

1. The extent to which the provisions of Public Law 293 can and 
should be extended to other employee groups in the professional 
services area. 

2. The extent to which extra services should be compensated for 
when performed by professional personnel in supervisory positions. 
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3. The limitations which should be placed on granting additional 
compensation to professional personnel who have acquired high status 
in their professions. 

4. The common standards for evaluation which can be established 
to permit ranking of professional and nonprofessional positions 
within a single scale. 

Consideration should be given to the development of more equitable 
compensation arrangements through greater emphasis on the level 
and breadth of positions held, even within the professional area. Spe- 
cialized administrative responsibilities, not now clearly delineated in 
position descriptions, should be recognized in the salary structure and 
compensated for through skillful classification work. 

It is recognized that any such combined and integrated salary plan 
will require changes in present laws and regulatory practices. These 
changes should be promoted with determination. 

Throughout the medical program, complaints are heard that low- 
caliber employees are being placed in administrative positions at all 
levels. Much of this is the result of the established practice of 
“bumping” one employee by another who has more retention points 
under civil-service regulations. Basically, this is a problem of estab- 
lishing more definitive position qualification standards which perforce 
would preclude “bumping” by unqualified employees. Sound quali- 
fication standards governing selection, advancements and promotions, 
plus adequate programs for training and development, should provide 
for full utilization of qualified personnel, minimize turn-over and 
stimulate employee morale. 

(10) Improving engineering effectiveness 

Under the proposed plan of organization, the Department of Medi- 
cine and Surgery assumes full responsibility for the maintenance of 
hospital and domiciliary buildings and grounds and for the operation 
of utilities at these stations. These engineering activities have been 
closely controlled by central office. Of all the activities at field sta- 
tions, engineering activities are the least susceptible to effective long- 
range direction. 

Improved effectiveness in engineering results can be attained by the 
department through greater delegation of authority to station engi- 
neers. Under direction of station managers, they should be allowed 
greater freedom in the use of funds to meet unusual situations and 
to take advantage of outside labor availability in local areas during 
off-peak periods. They should have greater authority to establish 
organization patterns which would be more adaptable to local situa- 
tions than the standard pattern now required for all stations. They 
should be permitted to increase or decrease staff within total budget 
limitations, according to seasonal or special demands. They should 
also have flexibility in determining the best way to accomplish main- 
tenance work, whether by local contract, purchase-and-hire labor or 
Veterans Administration employees, after consideration of quality of 
workmanship, availability of labor and cost and time factors. 

Maintenance work has been done generally on an expediency basis. 
As a result, maintenance costs are increased and repairs are often per- 
formed on a rush or temporary basis to avoid impairment of service 
affecting the care of patients. There is a great need for development 
of a preventive maintenance program to alleviate these conditions. 
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This should receive the early attention of the department management. 

Another situation which should be given early attention is the con- 
dition of the drawings of station facilities. Many hospitals and homes 
do not have up-to-date drawings of the facilities. This results in much 
confusion when alteration or repair projects are undertaken. Draw- 
ings should be brought up to date and made complete as soon as 
possible. 


(11) Attaining more economy and greater flexibility in supply opera- 
tions 

The situation with respect to supply operations at hospitals and 
domiciliaries is very sienthar to that of engineering. Operations are 
restricted and regimented by strong control by central office. It is 
important that supply operations be geared to meet the needs of local 
situations. This can be accomplished effectively only when greater 
authority is delegated to station supply officers. Supply officers, under 
the direction of station managers, should be permitted to adjust 
amounts of inventory, order quantities and frequency of ordering to 
meet local conditions and requirements. Adequate control over local 
actions of these types can be attained by the establishment of clearly 
stated policies and sound standards of inventory turn-over. 

(12) Effecting further operational improvement 

The proposed organization of the Department of Medicine and 
Surgery includes an Organization and Methods Service. This service 
should develop a program for the improvement of administrative and 
clerical methods in all phases of départment Operation. Some of the 
procedures which offer opportunities for simplification are those of 
dietetic cost compilation, handling of supply vouchers, use of nursing 
care cards, preparation of admission records, handling of patients’ 
funds, the integration of registrar and clinic admission activities and 
the procedures involved in the coordination of registrar and nursing 
effort. 

The recommendations summarized in this chapter, when placed in 
effect, will result in better and more economical] administration of the 
medical program. More important, the recommendations will 
materially help to smooth the path to further advances in the quality 
and kind of medical care to veterans. Particularly is this true of 
those proposals which lead to more systematic planning of the medical 
program and to enhancement of the program’s identification with the 
best in medical practice in every community wherein the program 
operates. 

The proposed plan of organization is specifically designed to ac- 
complish the foregoing beneficial results. By placing responsibility 
for successful administration of the medical program squarely on the 
shoulders of the Chief Medical Director, and by providing that he be 
furnished with all the staff and operating organization he needs to 
execute his mission well, the plan will serve to clear away obstacles to 
effective administration and forward-looking direction in the manage- 
ment of veterans’ medical affairs. 

Provision for concentration of medical administration and profes- 
sional direction at the point of best vantage has been made through the 
recommendation that 20 medical centers, responsible to central offiee 
for successful operation of hospitals and clinics, be established 
throughout the country. 
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Concentrated direction of veterans’ homes and of canteen facilities 
throughout the country has also been provided for, in recognition of 
the management requirements of these two specialized parts of the 
over-all medical program. 

The net result of these arrangements will be an organization which 
is closely knit and strongly directed but which furnishes maximum 
opportunity for professional development and advancement and 
which will prove flexible in adjusting to any demand placed upon it 
in the future. 

Particularly will the foregoing be true if, through the sound plan- 
ning effort provided for, there are established basic policies which 
chart a clear and consistent course for veterans’ medical affairs to 
follow toward well-established and clearly understood objectives. 

The operational improvements proposed in the volume will aug- 
ment the benefits of basic reorganization. The combined result will be 
seen in greater efficiency and lower cost of medical] administration and, 
most significantly, in improved service to veterans. 


V. Tue Insurance Program 


Veterans Administration is responsible for a life-insurance program 
that is not only unique in many of its provisions and hence without 
precedent, but also almost twice as large in total volume as the com- 
parable business of any private insurance company. Recognition of 
these facts is essential to the understanding and appreciation of the 
problems of this operation. 

This chapter therefore deals briefly with the nature and scope of the 
insurance program and the essential differences between this program 


and those of private insurance companies. It also presents a brief 
discussion of the organization and operation of Veterans Administra- 
tion insurance activities and points up some of the basic recommenda- 
tions for the improvement of this program detailed later in volume VI 
of this report. 


1. THE NATURE OF THE INSURANCE PROGRAM 


Unlike other programs of Veterans Administration which provide 
gratuitous benefits to veterans and their dependents on the basis of 
eligibility stipulated by law, the insurance prog "am involves contracts 
between the Federal Government and individual veterans. Under 
this program the veteran pays for the insurance at rates determined 
in accordance with standard actuarial practice. The exception is the 
provision for servicemen’s indemnity recently authorized. 

The Federal Government reimburses the insurance fund established 
through premium payments by veterans for all death and disability 
payments resulting from the extra hazards of military or naval serv- 
ice. All administrative expense in connection with the program is 
also paid by the Government rather than from the fund. As a resuit, 
the net cost of insurance to the veteran is less than that of comparable 
commercial insurance coverage. 

The insurance program includes four different groups of insurance 
contracts. These are: (1) War-risk insurance; (2) United States 
Government life insurance; (3) national service life insurance; (4) 
indemnity protection authorized by Public Law 23, Eighty-second 
Congress. 
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The Government first issued life insurance on the war risks of 
masters, officers, and crews of American ships under the amendment 
of June 12, 1917, to the War Risk Insurance Act of September 2, 1914. 
This act created the Bureau of War Risk Insurance as a part of the 
Treasury Department to administer insurance of ships and cargoes 
against warrisks. By amendment of October 6, 1917, the opportunity 
to purchase such insurance was extended to all those in service. The 
purpose of this amendment was to provide men going into service with 
insurance protection which they could not otherwise obtain or could 
purchase only at rates substantially higher than normal because of 
the greater risks encountered in service. 

The Bureau of War Risk Insurance and the administration of this 
insurance program was transferred to the United States Veterans 
Bureau upon its establishment on August 9, 1921. Responsibility for 
the insurance program was subsequently assigned to the Veterans 
Administration when it was created in 1930. 

War-risk insurance, the initial insurance plan, was available to those 
veterans on active duty between October 6, 1917, and June 7, 1924. 
Availability of this insurance was concluded on the latter date by the 
World War Veterans’ Act, and the right to convert to United States 
Government life insurance, the succeeding plan, was ended on June 
2, 1926. War-risk insurance was term insurance, renewable yearly, 
issued in $500 amounts between a minimum of $1,000 and a maximum 
of $10,000. It included permanent disability-payment provisions and, 
after the close of World War I, was converted to permanent types of 
insurance. 

United States Government life insurance was available from May 
1919 until April 25, 1951, to those who served in the Armed Forces 
between October 6, 1917, and October 8, 1940. Those who served up 
to July 2, 1921, were granted such insurance at any time upon provi- 
sion of satisfactory evidence of good health or medical examination. 
Those who served after that date were eligible for application only 
within the first 120 days of active duty. Only those who were vet- 
erans of World War I were eligible for insurance under this plan 
between October 8, 1941, and April 25, 1951. Unlike war-risk insur- 
ance, United States Government life insurance was participating in- 
surance available in the following forms of permanent insurance in 
addition to 5-year renewable term insurance: (1) Ordinary life, (2) 
20-payment life, (3) 30-payment life, (4) 20-year endowment, (3) 
30-year endowment, (6) endowment at age 62. 

Policies were obtainable in $500 amounts between a minimum of 
$1,000 and a maximum of $10,000. 

On October 8, 1940, national service life insurance on a participating 
basis was made available for those who served in the Armed Forces 
between that date and April 25, 1951. It was first issued as 5-year 
renewable term insurance convertible to ordinary life, 20-payment 
life, or 30-payment life after the policy had been in effect for a year. 
In 1945, and again in 1948, the term insurance was extended for an 
additional 3 years. In 1946, conversion to 20-year endowment, endow- 
ment at age 60, and endowment at age 65 was provided for. 
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Indemnity protection was provided by Public Law 23 effective April 
25, 1951, for all those on active duty after that date. This protection 
in the full amount of $10,000 is automatically provided without cost 
during the period of active duty and for 120 days thereafter, provided 
the period of active duty has exceeded 30 days. Upon release from 
uctive service, the veteran is eligible for 5-year renewable term insur- 
ance which is nonparticipating and nonconvertible to permanent types 
of insurance. The indemnity program of protection not only reduces 
administrative costs but also assures that all those in service will be 
protected rather than leaving this to individual decision. 

A veteran already insured under the other permanent plans may 
surrender such contracts for cash value upon reentering service and 
obtain free indemnity protection. Within 120 days after separation 
from service, such surrendered policies may be reinstated without 
medical examination upon payment of the necessary reserve and the 
premium for the current month. Term insurance expiring during the 
period of active service may be reinstated upon satisfactory physical 
examination. 


2. THE SCOPE OF THE INSURANCE PROGRAM 


The life insurance program of Veterans Administration, with a 
total volume of insurance in force of approximately $51 billion and a 
net annual premium income of $524 million, is larger than the ordi- 
nary life-insurance business of any private company in the United 
States. Exhibit XIX shows the comparative volumes of life insur- 
ance (excluding group and industrial insurance) in force on Decem- 
ber 31, 1951, for nine leading private companies and Veterans Admin- 


istration. 

As of September 30, 1951, there were 463,956 United States Govern- 
ment life-insurance policies in force, representing approximately $2,- 
024,000,000 of insurance, or an average of $4,368 per policy. 

This compares with a peak volume of 675,389 policies with an in- 
sured value of $3,200,000, or an average of $4,750 per policy, attained 
in 1927. Exhibit XX, following exhibit XIX, shows the number of 
policies and amounts of insurance in force under this plan between 
1926 and 1951. 
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Exureit XIX 


BILLIONS OF INSURANCE IN FORCE 


VETERANS 
ADMINISTRATION 


ME TROPOLITAP 


PRUDENTIAL 


NEW YORK LIFE 


EQUITABLE, NEW YORK 


NORTHWESTERN MUTUAL 


VETERANS ADMINISTRATION 
MUTUAL LIFE, NEW rome INSURANCE PROGRAM 
ORDINARY INSURANCE IN FORCE 


VETERANS ADMINISTRATION AND 
9 LARGE PRIVATE COMPANIES 
TRAVELERS December 31, 1951 


LINCOLN NATIONAL 


NOTE: Chart covers ordinery business only. Excluded 
ere group and industrial insurance, annuity and 
group enmwity. 

SOURCE: Fliteraft Compend 1951. 


National service life insurance in force reached a peak of nearly 
16 million policies in 1945, with a face value of approximately $120 
billion and an average of $7,700 per.policy. Policies and amounts of 
insurance in force decreased steadily until 1951, as shown on exhibit 
XXI, following exhibit XX. The expansion of the Armed Forces in 
1951 turned this trend upward again. At September 30, 1951, there 
were approximately 7,000,000 policies in force under this plan, repre- 
senting a face value of more than $49 billion. Currently the aver- 
age insurance per policy under this plan is $6,512, which is 58 percent 
greater than the average in effect under the United States Gone. 
ment life-insurance plan. 
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The cost of administering this huge insurance program during 1951 
was reported as $46,260,000, or approximately $6 per policy. How- 
ever, this represents only salaries of employees engaged in the technical 
phases of the program and their travel expense and does not include 
salaries of employees in related auxiliary services essential to insur- 
ance administration such as finance, personnel, office administration, 
and supply activities, nor does it include such items of cost as postage, 
telephone, stationery and office supplies, office equipment, rent, main- 
tenance expense, and other similar expenses. The fiscal records of 
Veterans Administration do not reflect the portion of these costs at- 
tributed to the administration of the insurance program. 

As of June 30, 1951, 14,134 employees, or 8 percent of the total num- 
ber of Veterans Administration employees, were engaged in insurance 
work. Of these, 4,911 were employed in the central office and 9,223 
in the field. These figures do not include employees engaged in aux- 
iliary services related to insurance activities. If these were added, it 
is estimated that the total number of employees engaged in adminis- 
tration of the insurance program would have been approximately 
16,500. 

Employees in central office administer the United States Govern- 
ment life insurance, indemnity payments, and in-service and forei 
accounts of national service life insurance. Other national service 
life-insurance accounts were handled in the field in 13 district offices 
which have now been reduced to 5. The consolidation of offices, to- 
gether with the reduction in administrative activity resulting from 
the indemnity protection plan, enabled Veterans Administration to 
reduce the number of employees engaged in insurance operations by 
2,863, or about 20 percent, between June 30 and October 31,1951. At 
the latter date, there was 1 employee for every 672 policies in force, 
compared with 1 for every 540 policies in force at June 30, 1951, 

It is expected that further reductions in insurance personnel will 
be attained as the full benefits of consolidations of district offices are 
realized and as more men in service take full advantage of the new 
indemnity protection. 


3. IMPORTANT DIFFERENCES BETWEEN PRIVATE COMPANY AND VETERANS 
ADMINISTRATION INSURANCE OPERATIONS 


Administrative costs of the Veterans Administration insurance 
program are frequently compared with similar costs of private insur- 
ance companies without consideration of basic differences in opera- 
tions which make such comparisons meaningless. In order to develop 
a better understanding of the problems of operation peculiar to the 
Veterans Administration insurance program, this section discusses the 
more important differences. 


(1) Veterans Administration has no agency structure through which 
service may be provided 
Private insurance companies sell insurance and provide insurance 
service through extensive organizations of insurance agents. Vet- 
erans Administration provides insurance upon request but does not 
sell it. Information concerning insurance available and eligibility 
requirements, and assistance in making application for it, are provided 
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; Veterans Administration.contact representatives located in re- 
iia and VA offices and in Veterans Administration hospitals. 
These representatives are not as widely dispersed throughout the 
country as are the insurance agents of private companies, nor are 
they as highly trained in the technicalities of insurance as are insur- 
ance agents. In comparison with the service provided by insurance 
agents, the insurance services provided by contact representatives are 
limited. As a result of this comparatively limited personal service, 
Veterans Administration insurance operations are principally con- 
ducted by mail. 

Provision of insurance service by mail rather than through agents 
necessitates additional administrative costs which private insurance 
companies do not incur and generally results in service inferior to 
that provided by private companies through the agency system. How- 
ever, the cost of providing personal service comparable to agency 
service would be prohibitive for Veterans Administration and would 
far exceed the extra administrative costs resulting from provision of 
insurance service by mail. 


(2) EHutensive decentralization of Veterans Administration insurance 
operations increases operating costs 
Private insurance companies generally concentrate administration 
in one home office. In contrast, Veterans Administration until re- 
cently maintained 138 district offices in addition to a large central 
office. This wide decentralization of administrative operations in- 
creases costs greatly through duplication of executive staff, rental costs, 


and other expenses arising from difficulties in coordinating such ex- 
tended operations. 


(3) A large percentage of Veterans Administration insurance is 
written on a term basis 

Approximately 70 percent of national service life insurance policies 
currently in effect are 5-year term policies. These represent approxi- 
mately 81 percent of the dollar amount of insurance in force under 
this plan. Although less of the United States Government life in- 
surance is on a term basis, the percentage of total Veterans Administra- 
tion insurance on a term basis is considerably higher than that prevail- 
ing in commercial operations. 

According to published figures, the Metropolitan Life Insurance Co. 
has only slightly more than 9 percent of its total dollar amount of 
insurance in force (excluding group and industrial insurance) on a 
term basis. The comparable figure for the Prudential Life Insurance 
Co. is approximately 8 percent. 

The preponderance of term insurance creates a periodic mass 
renewal and conversion problem for Veterans Administration. Noti- 
fications of approaching renewal dates, technical conversion problems 
and lapse and reinstatement actions add to the insurance workload 
ane greatly increase administrative costs. 

(4) A large percentage of Veterans Administration insurance is on 
a monthly premium basis 

Nearly 55 percent of the national service life insurance accounts 

handled in district offices are on a monthly payment basis. In total, 


about one-third of all Veterans Administration insurance accounts 
require administrative action every month. 
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The monthly payment plan was originally established because most 
of the payments were made by monthly deduction or allotment from 
the pay of the policyholder while in service. Many policyholders 
simply continued to pay premiums monthly after separation from 
service. 

Veterans Administration insurance rates are based on monthly 
payments, with discounts offered for quarterly, semiannual and annual 
payments. This is in contrast to commercial practice of basing pre- 
mium rates on annual payment with added charges for more fre- 
quent payments. The advantage of paying less frequently than 
once a month has not been adequ: ately emphasized by Veterans 
Administration. 

The tremendous amount of clerical work resulting from such a 
large number of monthly premium payments increases administrative 
costs substantially. The effort involved in preparation of premium 
notices, handling of collections and remittances, posting of records, 
correspondence, and handling of lapses and reinstatements is much 
greater than that required in commercial operations. 

Another result of the large number of monthly premium payments 
is a workload peak at the first of each month when most payments 
become due. This also stems from the original allotment plan of 
payments and results in overstafling to handle such peéaks. 

(5) The majority of death-claim settlements are being paid in monthly 
installments 

Veterans Administration installment settlements are in excess of 
the 32 percent average of commercial life insurance companies. This 
also increases administrative effort and costs. 

(6) Differences in underwriting practices increase the total cost of 
the insurance program 

Under existing laws, Veterans Administration has no right to reject 
applications for insurance or place limitations on insurance granted 
on the grounds of moral risk, unsound insurable interest of the bene- 
ficiary, “inabilit y to pay, hazardous occupations, or place of residence, 
factors which are considered in the underwriting practices of com- 
mercial insurance companies. 

This situation has a mixed effect on the cost of the insurance pro- 
gram. It tends to reduce administrative costs but to increase death and 
disability payments. The net result of these underwriting limitations 
imposed by law is an increase in total cost of the program. 


(7) Administrative costs and insurance claims resulting from extra 
hazards of service are not paid from the insurance funds 

Although the cost of the insurance program is higher in many re- 
spects than comparable costs of commercial operations, the net cost 
of insurance to the veteran is comparatively low because premium 
rates do not include all costs of the program. 

Premium rates of private insurance companies include three basic 
elements of costs: (1) All death and disability benefits, (2) sales 
commissions, and (3) all administrative costs. Veterans Administra- 
tion has no sales commission costs. Administrative costs are not 
chargeable to the insurance fund but are covered by separate appro- 
priations. In addition, the insurance fund is reimbursed by appro- 
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priation for death and disability payments resulting from the extra 
hazards of service. 


(8) The investment program of Veterans Administration is less costly 
than those of private companies 
Insurance funds, with the exception of those used for policy loans, 
are invested exclusively in Government bonds. Private insurance 
companies have extensive investment programs which involve substan- 
tial administrative costs and some financial risk. 


(9) Veterans Administration has a higher average amount of insur- 
ance in force per policy than have private companies 
The average amount of national service life insurance per policy in 
force at December 31, 1951, was $6,512. The comparable figure for 
United States Government life insurance was $4,368. Comparative 
figures for the 10 largest private insurance companies are as follows: 
5 > 
iverage amount 
of insurance 
per policy? 
Lincoln National ais ‘ alist _.. $4, 527 
Northwestern Mutual — . 4 4, 466 
NO UTD vast ceesinigsinstthiaitinne EE ae ad 3, 899 
Aetna ‘a 3, 779 


Company 


FeGene Of ew sore... ee . 3, 290 
Mutual Life of New York__- ; 3, 259 
New York Life-- 

Prudential * 
Metropolitan * 
John Hancock? 


1 Source : Best’s Life Insurance Reports, 1951. 
2 Industrial insurance included, which decreases amount of average policy. 


2, 057 


4. THE ORGANIZATION AND OPERATION OF THE INSURANCE PROGRAM 


As was pointed out, the insurance program of Veterans Administra- 
tion is the largest insurance operation of its kind in the country. This 
operation entails the handling of an enormous number of clerical 
actions which follow minutely detailed procedures. In accomplish- 
ing these tasks, there is no need for personal contact with the veteran. 
All transactions with the veteran can be and are handled by mail. 

Currently, organizational responsibility for the insurance opera- 
tions is divided between the Assistant Administrator for Insurance, 
who is responsible for policy development and planning for the entire 
program and for the operations conducted at central office, and the 
several district office managers, who report to the Deputy Administra- 
tor and are responsible for the remainder of the insurance operation 
conducted in field stations. This division of responsibility adversely 
affects the efficiency of the operation and precludes direct action re- 
quired for effective service to policyholders. It interferes with the 
development of teamwork and cooperation required in the execution 
of mass clerical operations and tends to lower the morale of the 
personnel conducting them. 

The Assistant Administrator does not have responsibility for the 
staff services required in connection with insurance operations. These 
report directly to other executives in Veterans Administration. This 
situation requires an endless amount of effort to coordinate staff 
services activities with the technical program operations and often 
results in delayed action or none at all. 
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In view of the existing organizational relationships discussed above, 
it is obvious that the Assistant Administrator for Insurance cannot be 
held responsible for the results and cost of the insurance program; 
neither has he been given the required authority or the management 
tools with which to carry out such a responsibility. 

The recommendations presented in this chapter and discussed in 
volume VI of this report take into consideration these essential fea- 
tures of the nature, scope, and organization of the insurance program. 
They may be classified into three groups: Organization, operating, 


and policy recommendations. The more important recommendations 
in each group are summarized in the following pages. 


5. ORGANIZATION RECOMMENDATIONS 


The plan of organization recommended for the Insurance Depart- 
ment, as shown on exhibit XXII, provides for direct control over 
insurance operations in the field by the Assistant Administrator of the 
department. All of the present operating functions conducted at 
central officer are transferred to field stations so that the four techni- 
cal services, actuarial, insurance claims, insurance accounts, and under- 
writing, can concentrate on planning of programs, policy making, and 
establishment of standards of performance for controlling the re- 
spective operations in the field, without being disrupted by the pres- 
sures of day-to-day operating decisions. 


Exuisit XXII 


ee ee INSURANCE PROGRAM 
FOR VETERANS AFFAIRS 


DEPUTY ADMINISTRATOR Proposed Plan of Organization 
TOP MANAGEMENT 
April 1952 
INSURANCE INSURANCE 
ADVISORY DEPARTMENT 


ASSISTANT 
COMMITTEE ADMINISTRATOR 


BUDGET AND ASSISTANT FOR METHODS AND 
ASSSTANT FINANCE SERVICE ADMINISTRATIVE STANDARDS SERVICE HRURANCE 
FOR PERSONNEL DIRECTOR SERVICE DIRECTOR COUNSEL. 


ACTUARIAL INSURANCE CL AIMS INSURANCE UNDERWRITING 
SERVICE SERVICE ACCOUNTS SERVICE SERVICE 
DIRECTOR DIRECTOR DIRECTOR DIRECTOR 


ST. PAUL PHIL ADELPHIA 
INSURANCE CENTER INSURANCE CENTER 
MANAGER MANAGER 


Staff administrative assistance to the Assistant Administrator is 
provided in the form of an assistant for personnel, an insurance 
counsel, and three services, a budget and finance service, an admin- 
istrative service, and a methods and standards service. Thus the 
Assistant Administrator has full authority over all staff and operating 
functions pertaining to the insurance program and can, therefore, be 
held fully accountable by the Administrator for results of the 
program. 
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Insurance operations are consolidated into three insurance centers, 
as shown on exhibit XXIII, to improve utilization of personnel and 
equipment and to effect substantial reductions in administrative costs. 
Service to veterans will be improved by the increased efficiency of 
operation thus realized, since the nature of insurance work is such 
that wide dispersion impedes rather than facilitates its accomplish- 
ment. Insurance centers, as shown on exhibit XXIV, following ex- 
hibit XXIII, include not only the technical operation but also all of 
the required supporting staff services. 
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EXHIBIT XXIV 


VETERANS ADMINISTRATION 
INSURANCE DEPARTMENT INSURANCE PROGRAM 
ASSISTANT 


ADMINISTRATOR Proposed Plan of Organization 


INSURANCE CENTER 
April 1952 
INSURANCE CENTER 
MANAGER 
ADMINISTRATIVE ; BUDGET AND METHODS AND 
DIVISION FINANCE DIVISION PERSONNEL DIVISION STANDARDS DIVISION 
CHIEF CHIEF CHIEF CHIEF 


INSURANCE CLAIMS INSURANCE ACCOUNTS UNDERWRITING 
DIVISION DIVISION DIVISION 
CHIEF CHIEF CHIEF 


In the consolidation of operations the responsibility for settlement 
of insurance death claims is transferred from Claims to the Insurance 
Department, where it is combined with the handling of insurance 
disability claims. This places all insurance matters under the Assist- 
ant Administrator in accordance with sound organization principles. 


6. OPERATING RECOMMENDATIONS 


The more significant of the 56 recommendations concerning operat- 
ing practices detailed in volume VI of this report are summarized in 
the following paragraphs. 

The Department should embark on an aggressive and intensive 
campaign to persuade policyholders to convert premium payments 
from a monthly basis to quarterly, semiannual, or yearly payments. 
This will not only save the veteran money and minimize the problem 
of lapsed policies but will also result in substantial savings in operat- 
ing costs to the agency. 

The issuance of | premium receipts for payments made by check or 
money order should be discontinued. This will be in line with current 
commercial practice and will permit reductions to be made in handling 
and postage costs by the Department. 

Major recommendations with respect to the simplification of clerical 
procedures include the substitution of a book of premium remittance 
envelopes mailed to policyholders annually in place of the monthly 
notices of premiums due, the elimination of unnecessary information 
from premium accounts to reduce posting time, the lacing of pre- 
mium accounting on a cycle basis to reduce peak wor loads, and the 
placing of term insurance on an automatic renewal basis so as to 
reduce clerical effort in handling lapse notices. 


7. POLICY RECOMMENDATIONS 


Many of the problems resulting in delays in service are the result 
of failure of the veteran to comply with established penrense either 
through ignorance of the procedure or through lack of understand- 
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ing. The Department should actively and aggressively seek the co- 
operation of veterans in the utilization of those procedures which will 
minimize administrative effort and improve service. 

This should be promoted through an aggressive and positive pro- 
gram of public ‘ifieimation which informs the veteran and the public 
of the constant improvements being made, of the problems arising 
when procedures are not followed and of the over-all accomplish- 
ments of the program. 

The agency should take a positive approach to promote changes in 
restrictive or cumbersome administrative procedures stipulated by 
law in order to reduce costs and to facilitate administration of the 
program. 

The recommendations summarized above, and others discussed in 
volume VI of this report, when placed in effect, will result in im- 
proved insurance service to veterans and in greatly reduced costs of 
operation. 

The plan of organization provides the Assistant Administrator 
with the necessary authority and control required to develop and 
maintain effective and efficient operations. The responsibility for 
results is placed squarely on his shoulders, and he is provided with all 
the management services needed to fulfill that responsibility. He is 
in a position to develop effective teamwork, cooperative effort and high 
morale throughout the Insurance Department. The favorable effect 
of these organization changes upon the quality of service and the 
efficiency of operation cannot be measured in units of time, number of 
employees, or dollars of savings; nevertheless, their impact upon the 
insurance operations will be great and far reaching. 

Of a more tangible nature are the benefits to be obtained from the 
operating recommendations. Elimination of the fourth district office 
now planned will save approximately $1,000,000 annually. This is in 
addition to savings already realized from consolidation of district 
offices. A potential reduction in operating costs of $5,000,000 can be 
attained if the campaign to persuade veterans to convert from monthly 
to less frequent premium payments is even moderately successful. An 
additional annual saving of from $800,000 to $1,000,000 can be realized 
through the elimination of premium receipts. No attempt has been 
made to evaluate specific savings which may result from implementa- 
tion of other operating recommendations, but it is anticipated that at 
least another $1,000,000 of cost reduction will result from their adop- 
tion. Thus a conservative estimate of potential cost reduction in- 
volved in the recommendations is $8,000,000. 

Perhaps the most important result of the recommendations on insur- 
ance operations will be the change in management philosophy inherent 
in the proposed plan of organization. The proposed plan is founded 
on the principles of clear delegation of authority to decentralized 
operating units, of free exercise of initiative and judgment. within 
established policy limitations, of encouragement of ideas and original 
thinking and of exercise of control through analysis of reports and 
through personal contact between executives rather than through 
policing effort. 

These changes in management philosophy are vital to the success of 
the recommended organization. Althought they will require con- 
siderable adjustment on the part of each executive involved, Veterans 
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Administration has already taken the initial steps toward the con- 
solidation of the insurance operation in the field. There is every 
reason to believe that the insurance recommendations proposed in 
this report will be adopted with success. 


VI. Tue Cuarms PrRocRAM 


The claims program involves the adjudication of claims for pay- 
ments of compensation, pensions, and allowances for special housing, 
automotive conveyances, and burial expense. This oldest and most 
costly of all programs administered by the Veterans Administration 
stems from the first Federal pensions promised by the Continental 
Congress in 1776 to participants in the Revolutionary War. From 
this small beginning, the claims program has grown to its present 
magnitude encompassing an ‘ahead cigeelinann of over $2,000,000,000. 

This chapter presents a brief discussion of the benefits available 
to disabled veterans and the dependents of deceased veterans through 
the claims program, the scope’ ef this extensive program, the nature 
of its organization and operation, and the basic recommendations for 
strengthening the organization structure, reducing operating costs, 
and improving service. 


1. THE NATURE OF THE CLAIMS PROGRAM 


Pensions for the relief of disabled and aged soldiers, a major part of 
today’s claims program, are traceable back to colonial days when the 
Virginia Colony enacted the first pension law in America. This law 
never became effective because England failed to ratify it. As a con- 
sequence, the Plymouth Colony has the distinction of enacting the 


first effective pension law in 1636. 

_ The Continenal Congress, on August 26, 1776, promised to pay pen- 
sions to those who served in the Revolutionary War. Although Con- 
gress retained authority over the size of pensions, subsequent acts 
authorized the President of the United States to administer approved 
pensions. President Washington delegated this responsibility to the 
Secretary of War. 

For a 5-year period beginning in 1828, the Secretary of the Treasury 
administered the pension laws in connection with the Revolutionary 
War. A congressional enactment of 1833 returned the administration 
of pension laws to the Secretary of War through the creation of the 
position of Commissioner of Pensions. 

A Bureau of Pensions was included in the Interior Department 
when that organization was established in 1849. This Bureau re- 
mained in the Interior Department until 1930, when it was transferred 
to and became a part of the newly created Veterans Administration. 

In addition to pensions, the claims program, today, provides other 
benefits, most of recent origin. Current claims benefits are: 

(1) Compensation for service-connected disabilities. 

(2) Pensions for non-service-connected disabilities. 

(3) Automobiles or other conveyances. 

(4) Special housing. 

(5) Compensation for service-connected death. 

(6) Pension for non-service-connected death. 

(7) Reimbursement of burial expenses. 
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Throughout the years and the wars in which the United States has 
been engaged, the Congress has passed many laws and amendments 
esti ablishing the basis for eligibility and the amount of pension or com- 
pensation to be paid to veterans and their dependents. The follow- 
ing paragraphs provide a summary of benefits currently available to 
eligible veterans and dependents of deceased veterans. 

Compensation is paid for service-connected disabilities 

Veterans who have become disabled as a result of disease, gunshot 
wounds, or other injuries experienced during or aggravated by active 
service inthe Armed Forces and in line of duty are eligible for monthly 
cash payments which are now called compensation, ‘Eligibility, how- 
ever, is also dependent upon the veteran’s having received his dis- 
charge under other than dishonorable conditions. 

The amount of compensation available varies from $15 per month 
for 10-percent disability to $150 for total disability. Disabilities are 

‘ated in 10-percent steps with a $15 increase in compensation for each 
additional 10 percent of rated disability. Additional amounts are 
payable for specific conditions such as multiple amputations and blind- 
ness. Statutory rates in these cases vary up to $360 per month. Ifa 
veteran is 50-percent disabled and has a wife, children, or dependent 
parents, he is also eligible for added compensation. 

These rates are for cases arising out of periods of war which are 
defined in the statutes. Peacetime rates are established at 80 percent 
of the wartime rates for similar disabilities and conditions. 

Pensions are paid for non-service-connected disabilities 

The Congress has provided these cash-benefit payments for veterans 
who become permanently and totally disabled even though the dis- 
ability has no connection with the veteran’s service in the Armed 
Forces. To be eligible, the veteran has to have been on active duty at 
least 90 days unless he was discharged sooner because of a service-con- 
nected disability. A further point of eligibility is that the veteran 
must have been ‘discharged under other than dishonorable conditions. 

The pension rate is $60 a month but this is increased to $72 when 
the veteran reaches the age of 65 or has received a pension for 10 years 
continuously. If the veteran is so disabled that he has to have a reg- 
ular attendant, the amount of the pension is increased to $120 monthly. 

Unlike compensation payments, there are income limitations on 
eligibility for pensions. If a single veteran’s annual income is $1,000 
or more, he is ineligible for a pension. The income limitation is $2,500 
if the veteran has a wife or minor children. 

These pension rates and conditions are applicable to veterans of 
World Wars I and II and to veterans who have served on and after 
June 27, 1950. The conditions and rates for veterans of previous 
wars vary in minor details. 

Special automobiles 

Special automobiles or other conveyances are provided for veter rans 
of World War II and those veterans who served on and after June 27, 
1950, who have specified disabilities. Such veterans are eligible for 
financial assistance to cover the cost of an automobile or other con- 
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veyance including any special features or appliances added to make it 
possible for the veter an to operate the vehicle. The upper limit for 
such assistance is $1,600. 
Grants for special housing 

Grants for special housing are provided to veterans with certain 
service-connected disabilities. The maximum allowed is 50 percent 
of the cost of a suitably equipped house together with the land, or 
$10,000, whichever is lower. To be eligible for such a grant, the 
veteran must be entitled to compensation for permanent “and total 
disability due to loss of, or loss of use of, both lower extremities result- 
ing from specified injuries or diseases and must be unable to move 
about without the use of braces, er utches, canes, or a wheel chair. 

The preceding sections have indic ated the benefits provided living 
veterans by the claims program. The following paragraphs outline 
the benefits of the claims program that are av ailable to dependents 
of deceased veterans. 
Compensation is paid for service-connected death 

These payments are made to unremarried widows, unmarried chil- 
dren under the age of 18 years, and dependent parents. The age limit 
for children is extended to 21 years if they are attending a school 
approved by the Veterans’ Administration. However, these depend- 
ents are eligible for compensation only if the veteran’s death was due 
to disease or injury incurred in line of duty. If the veteran has died 
after discharge from the service, the discharge has to have been under 
other than dishonorable conditions. 

The following table presents the compensation rates for wartime 
cases of service-connected deaths. 


Compensation payments for service-connected death 


Monthly 
payment 


Ch. WMP WHR NO i i te 75 
(2) Widow with 1 child a a at 105 


Or 


icici Spbcac pide IRGC cl cia cache nich cua aati 25 
(3) No cai. 1 child Peta Atl etch cheb 2x oneaegetartnes testis Saosicktnsss tossisas ee encanta tke rang Dasa 58 
CE ean ig os i i ee 82 
(5) No widow, 3 children._............._ iti edhinet tibtiain de Indah ae alante taba RE 106 

ri I ARN a 20 
BR Ge incase arate a erg re i is coe ga a 60 
Re ae 35 


Norr.—Rates for peacetime cases are 80 percent of these rates. 
Pensions are provided for non-service-connected deaths 

Payments are made to erent widows and to unmarried chil- 
dren under 18 unless they are attending a school approved by the 
Veterans Administration. In these cases, the age limit is raised to 
21. Generally, eligibility factors for World War I veterans include 
discharge under other than dishonarable conditions, 90 days’ or more 
service ‘unless discharged sooner because of a disability incurred in 
service in line of duty, or “at time of death was receiving or entitled 
to receive compensation, pension, or retirement pay for service-con- 
nected disability.’ 
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The pension payments are stated in the following table: 


Pension payments for non-service-connected death 


Monthly 

payment 

C2.) Rr IN ins sk eiinscinsienssscin cae aati rac dca meiinadabe tale cies ae $42. 00 
(2): Weide, 3 CR ee ee ee 54. 00 
Wor each: e@eitional @niet su a Ss eae ina 6. 00 

43) | Di WR SR iii ted eet deck eee eteeebaeete 21. 60 
C4) ho AOE, Fe Cn hihi cin mal i ae ese ee ee 32. 40 
{S) Wo weer, B Cares fo ee ee 43. 20 
Or Sach BGGiiodal CNN he a a a 4. 80 


Bases of eligibility and payment rates for World War II veterans 
and those of wars previous to World War I vary slightly from those 
tor World War I veterans. 

There are income limitations on eligibility for these pensions just 
as there are on pensions paid living veterans. Pensions are not pay- 
able to a widow without a minor child or to a minor child whose annual 
income exceeds $1,000. Neither are they payable to a widow with a 
child or to two or more children whose annual income exceeds $2,500. 


Reimbursement of burial expense 

Reimbursement of burial expense for deceased wartime veterans 
discharged under conditions other than dishonorable is made to the 
person who paid such expenses. The maximum payment, however, is 
$150. Reimbursement is also made in the case of peacetime veterans 
who were receiving compensation at the time of death or who were dis- 
charged or retired for disability incurred in line of duty. 


Burial flags 

Burial flags are provided to drape the deceased veteran’s casket and 
are presented to the next of kin after burial. The basis of eligibility 
is discharge under conditions other than dishonorable with service 
during a period of war, or a complete enlistment, or discharge for 
disability incurred in line of duty. 

In connection with these benefits for living veterans and depend- 
ents of deceased veterans, the claims organization performs three 
basic functions : 

(1) It gets the facts. 

(2) It judges the validity of the claim on the basis of the known 
facts. 

(3) It makes awards or disallowances on the basis of the adjudi- 
cation. 

Information concerning dates and length of service, conditions of 
discharge, and in-service medical records is obtained from the various 
branches of the service. If these records are not available, the claims 
organization seeks out the officers and friends of the veteran who may 
be able to furnish essential information for adjudication of the case. 

In the case of living veterans, facts about present physical condi- 
tion and disability are obtained through physical examinations made 
by Veterans Administration doctors. 

When all the available information has been assembled, qualified 
members of the claims organization determine whether the disability 
is service-connected or not and the degree of disability. These de- 
terminations establish the amount of the benefit to be authorized. 
Dependents’ cases do not involve determination of the degree of dis- 
ability but frequently require decision on service connection. 
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Veterans’ claims are adjudicated in the central office at Washington 
and in the 70 Veterans Administration regional offices and centers, 
4 of which are located outside of continental United States at Juneau, 
Alaska; Honolulu, Hawaii; San Juan, P. R.; and Manila, Philippines. 

Dependents’ and beneficiaries’ claims are adjudicated at central 
office in Washington and at five district offices. 


2. THE SCOPE OF THE CLAIMS PROGRAM 


Both the number of claims and benefit payments have grown tre- 
mendously since the start of World War II. The trend in the number 
of claims and disbursements from 1900 to the present is shown in 
exhibit XXV. At the end of fiscal year 1951 payments were being 
made in the behalf of 3,056,178 living and deceased veterans under 
the claims program. Of these, 2.373,577, or 78 percent, were living 
veterans, and the remainder of 682,61, or 22 percent, were deceased 
veterans. The dependents of these veterans receiving payments num- 
bered 1,012,297. In 1952, $2,172 220 000 was appropriated for benefit 
payments. These were divided between living veterans and depend- 
ents on an approximate 75—25-percent basis. 
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The administrative expense of the claims program, which expanded 
rapidly from 1948 through 1947, has declined during the last 5 years. 
The rise and decline of claims salary expense is shown in exhibit 
XXVI. The appropriation for salaries and expenses for the fiscal 
year 1952 is just under $29 million ($28,872,854). This is approxi- 
mately 1.3 percent of claims benefit appropriations and seven-tenths 


of 1 percent of total Veterans Administration appropriations for the 
year. 
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This appropriation covers the salaries of claims personnel and travel 
expense. It does not represent the total cost of claims operation. 
Excluded are salaries of employees of auxiliary staff services which 
are essential to the claims administration, such as finance, personnel, 
administrative services, and supply. Expenses exclude the cost of tele- 
phone, telegraph, postage, office supplies and equipment, maintenance, 
rent, and other similar items. The accounting records of Veterans 
Administration are not maintained in such a way as to include these 
expenses ‘n the cost of administering the claims program. 

The number of employees in the claims organization has followed 
the same pattern followed by salaries, as shown on exhibit XXVI. 
At the end of June 1951, there were 6,425 employees engaged directly 
in the claims program; of these, 989 were located in the central office 
and the remaining 5,436 were located in regional offices, district offices, 
and centers. By December 31, 1951, the total number of claims em- 
ployees had dee ‘lined to 5,848. 

Not only is the claims program the oldest and largest of the pro- 
grams administered by Veterans Administration but “also it is prob- 
ably the most permanent. Even though no new benefits were granted, 
it would take many years to discharge the obligations already under- 
taken. The last pensioner of the War of 1812 did not die until 1905 
and the last dependent of a deceased veteran of that war until 1945. 
There are still 21 dependents of veterans of the Me sxican War on the 
sell: Currently, 70 percent of the living veterans receiving pensions 
and compensations served in World War II. The last of these obli- 
gations probably will not be met for more than a hundred years. 


3. THE ORGANIZATION AND OPERATION OF THE PROGRAM 


The responsibility for claims operations is currently divided be- 
tween the Assistant Administrator for Claims and regional and dis- 
trict office managers. The Assistant Administrator has direct respon- 
sibility fer policy formulation and planning for the entire claims 
program and for operations in central office. Regional office and dis- 
trict office managers are responsible administratively for claims opera- 
tions in the field. Their control over operations is limited, however, 
because of the great importance of the technical aspects of the claims 
program which are specified and guided from the central office. This 
division ef responsibility is undesirable beeause, as a result, neither 
the field office manager nor the Assistant Administrator has full con- 
trol of claims operations. 

Control of the auxiliary services which support claims activities 
both in the central office and in field offices is not placed with the 
Assistant Administrator for Claims but with other Assistant Admin- 
istrators who are in charge of these services. Specifically, they are 
the Assistant Administrators for Personnel; Finance; Contact and 
Administrative Services; and Construction, Supply, and Real Estate. 
This division of responsibilities results in endless effort to coordinate 
the staff service activities with program operations, with consequent 
delays or no action at all. 
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Claims operations involve an enormous amount of correspondence 
in the accumulation of evidence and facts required for claims adjudi- 
cation. The adjudication process itself is a deliberative one requir- 
ing thorough knowledge of applicable laws as well as a broad knowl- 
edge of medical factors influencing decisions concerning service con- 
nection and extent of disability. Briefly, claims activities consist of 
the following five basic operations: 

(1) Receiving applications for benefits and obtaining the evidence 
needed for adjudication, generally by correspondence and by arrang- 
ing for physical examination of claimants. 

} (2) Determining legal eligibility through review of assembled 
facts. 

(3) Determining service connection and extent of disabilities 
through study of assembled facts. 

(4) Notifying claimants of decisions, and finance officers of the 
amounts and effective dates of awards granted. 

(5) Reviewing cases to determine whether change of status has 
occurred and its effect on the award. 

The individual veteran seldom appears personally before adjudicat- 
ing personnel. His initial contact is with the contact representative, 
generally in a regional office where he is assisted in preparing and 
filing his claim. Subsequent transactions are conducted almost en- 
tirely by mail. Claimants are examined at hospitals or clinics nearest 
their homes, and the results of examinations are transmitted to adju- 
dicating personnel in written form. 

The most important aspect of the claims operation is the control of 
uniformity of adjudication. It is essential that, under similar condi- 
tions, claimants receive similar decisions concerning benefits, regard- 
less of place of residence. Under the present organization structure, 
with claims being adjudicated at 71 domestic locations without direct 
authority over such activities being vested in the Assistant Adminis- 
trator for Claims, this essential control of uniformity is very difficult 
and costly to attain. 


4, ORGANIZATION RECOMMENDATIONS 


Under the proposed plan of organization, claims operations now 
conducted in 66 domestic regional offices and 5 district offices are 
consolidated into 10 claims centers, as shown on exhibit XXVII. This 
concentration of claims activities in fewer offices will greatly minimize 
the problem of maintenance of uniformity of adjudication. Instead 
of there being 71 supervisors of claims activities in the United States, 
adjudication will be performed under direction of 10 managers. The 
size of these operations will enable the Assistant Administrator to fill 
these positions with outstanding and well-qualified executives. With 
10 offices, more frequent personal contract between executives will be 
possible, with consequent improvement in uniformity. Uniformity of 
adjudication will be further enhanced through specialization of rating 
boards by types of cases, which will be possible under the larger oper- 
ations of claims centers. 
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Dependents’ claims operations now conducted in district offices are 
also included in claims center activities under the proposed plan of 
organization. This brings together functions which are similar and 
require the same approach and point of view in their execution. Con- 
sequently, better supervision and coordination of these activities can 
be obtained at less cost. Consolidation of these functions in claims 
centers will also eliminate the cost and delay involved in frequent and 
numerous transfers of claims folders between regional and district 
offices. 

In accordance with the principles of organization inherent in a 
program department structure, the adjudic ation operations which 
will be performed in the 10 ¢ laims centers are placed under the direc- 
tion and control of the Assistant Administrator of the Claims De- 
partment. The proposed plan, shown on exhibit XXVIII, provides 
the Assistant Administrator with a claims operations manager to 
whom the 10 claims center managers report. 


Exuisit XXVIII 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


DEPUTY ADMINISTRATOR | Proposed Plan of Organization 


TOP MANAGEMENT 
April 1952 


ADMINISTRATOR 





CLAIMS DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


ASSISTANT FOR BUDGET AND ASSISTANT FOR ASSISTANT FOR 
ADMINISTRATIVE FINANCE SERVICE PERSONNE METHODS AND 
SERVICES DIRECTOR . - STANDAROS 










VETERANS CENTRAL COMMITTEE DEPENDENTS 
ON WAIVERS AND 
CLAIMS SERVICE FORFEITURES CLAIMS SERVICE 


OIRECTOR CHAIRMAN DIRECTOR 


CLAIMS OPERATIONS 
MANAGER 


The Assistant Administrator is also provided with the necessary 
staff assistance for effective administration of operations. These are 
an assistant for personnel, a budget and finance service, an assistant 
for administrative services, and an assistant for methods and stand- 
ards. This will assure close coordination between the technical opera- 
tions and the other services essential to complete operations. 

Managers of claims centers are also provided with similar staff 
services as required. The proposed organization plan for a claims 
center is shown on exhibit X XIX. 
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Exureir XXIX 


VETERANS ADMINISTRATION 


CLAIMS OPERATIONS CLABS PROGRAM 


MANAGER Proposed Plan of Organization 


CLAIMS CENTER 
CLAIMS CENTER 
MANAGER 


April 1952 
ADMINISTRATIVE BUDGET AND PERSONNEL ASSISTANT FOR 


SERVICES se ie 
DIVISION FINANCE DIVISION DIVISION METHODS D 


CHIEF ; CHIEF CHIEF STANDARDS 


VETERANS COMMITTEE DEPENDENTS 
CLAIMS DIVISION ON WAIVERS CLAIMS DIVISION 
CHIEF CHAIRMAN CHIEF 


5. OPERATING RECOMMENDATIONS 


The adjudication operations themselves are well defined, having 
been tried and tested over a long period of time. Therefore the 40 rec- 
ommendations dealing with claims operating practices and presented 
in volume VII are principally administrative in nature. 

With respect to the technical phases of the work, it is recom- 
mended that the independent rating of claims cases by rating board 
members, now being practiced by some offices, be adopted as stand- 
ard practice. Observations indicate that this practice has improved 
the quality of adjudication work. 

One of the m: ajor problems of the claims program is that of obtain- 
ing reports of physical examinations which are adequate for use in 
adjudication. The information required for adjudication and the 
point of view differ from those of examinations performed for 
diagnostic purposes leading to medical treatment or surgery. Con- 
sequently, doctors performing examinations for rating purposes re- 
quire some special training and an appreciation of the requirements 
for adjudicating claims. Claims Department executives should co- 
operate with the Department of Medicine and Surgery in the de- 
velopment of a more adequate training program for this purpose and 
should participate in that program toa greater extent to develop full 
understanding and cooperation of the doctors making claims exam- 
inations. 

Under present laws the date on the claim application is the effective 
date of the claim. Consequently, veterans entering hospitals usually 
file claims immediately. Many of these claims subsequently prove 
to be unnecessary because veterans, under the skilled care of the doc- 
tors, recover and are therefore not entitled to compensation or pension. 
Considerable claims and physical examination effort could be elimi- 
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nated by a simple change in the law which would make the effective 
date of aclaim filed by a patient in a Veterans Administration hospital 
the date of a claim filed by a patient in a Veterans Administration hos- 
pital the date of entry in the hospital. 

Another change in the law which should be obtained pertains to the 
frequency of compensation payments to veterans with low disability 
ratings. More than half of the veterans receiving compensation or 
pensions have disability ratings of 20 percent or less. Consequently, 
the monthly checks, now required by law, are for very small amounts. 
Placing of 10- and 20-percent disability cases on a quarterly payment 
basis would eliminate the preparation and processing of more than 
9,000,000 checks annually. 

Although the laws expressly limit payments of pensions to those 
with incomes below stated limits, no regular procedure has been es- 
tablished for checking changes in income after an initial award has 
been granted. Veterans and beneficiaries report their income an- 
nually, but no verification of the reported amount is made, It is rec- 
ommended that a program be developed to check a certain percentage 
of the reported incomes in the interests of adequate control over claims 
expenditures. 

Other operating recommendations are made in volume VII for the 
improvement of correspondence and files, the development of im- 
proved work standards, the establishment of a more adequate and less 
costly contro] over beneficiary accounts and the simplification of rec- 
ords audit procedures. 

When these recommendations, together with the other recommenda- 
tions discussed in volume VII of this report, are properly put into 
effect, the operating costs of the Claims Department will be reduced 
and the quality of adjudication will be improved. 

The proposed organization structure for the Claims Department as- 
signs full responsibility for the entire claims operation, including the 
supporting auxiliary services, to the Assistant Administrator for 
Claims. He will have the authority and the necessary management 
services to fulfill this responsibility. He will be in a position to de- 
velop a higher degree of teamwork and to achieve coordination of all 
elements that make up the claims organization. Under effective and 
aggressive leadership of the Assistant Administrator, the proposed or- 
ganization structure can have an impressive and far-reaching impact 
on the cost of operation and the quality of service. 

Savings in operating costs available through effective implementa- 
tion of proposed recommendations are considerable. Establishment 
of the 10 claims centers will reduce costs by $2,000,000, at least. Im- 
provement in operating methods and other minor recommendations 
will add to the total savings, which should be in excess of $4,000,000. 

Policy formulation is separated from operations, and the operating 
executive’s position in the claims centers is strengthened. Although 
a strong link with central office must be maintained for the technical 
medical-legal phases of the claims operation, the claims center man- 
agers will be in a far better position than ever before to direct and 
contro] the administrative phases of their field office operations. 

One of the more important recommendations of the survey is the es- 
tablishment of the 10 claims centers, with the resulting greater attain- 
ment of objectivity and uniformity of adjudication which will assure 
equality of treatment for all claimants. 
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The greatest problem facing claims executives is to overcome long- 
established habits of thinking : and feeling about the claims operation. 
Since it is the oldest of the benefit programs for veterans, it is only 
natural that habits are deep-seated and that interests in the present 
situation have become firmly fixed. Successful operation of the 
claims program under the proposed plan of integrated organization 
will require some modification of these conditions and points of view. 


VII. Tue Vocations, RevapiliraTion AND Epucation ProGRaM 


This chapter is devoted to a summary discussion of the vocational 
rehabilitation and education program which is carried on under 
provisions of Public Law 16 and Public Law 346 of the Seventy-eighth 
Congress. The nature and scope of this program and its present 
organization and operations are described. Also recommendations for 
improvement presented in volume VIII are summarized in this 
chapter. 

The purpose of the vocational rehabilitation and education program 
is twofold. It is designed to rehabilitate disabled veterans so that 
they may return to civilian life as adjusted and useful citizens. It also 
prov ides opportunity for all veterans to complete their normal educa- 
tion or training interrupted by their service. 


1, NATURE OF THE PROGRAM 


The present program began in March of 1943 with the passage of 
Public Law 16, but the provisions of that law and the characteristic 
features of its administration stem directly from earlier legislation 
dating back to October 1917. 

While World War I was still in progress, the War Risk Insurance 
Act was passed on October 6, 1917. In section 304 of the act, a provi- 
sion was included that required disabled servicemen under certain 
conditions to take courses for vocational rehabilitation with the alter- 
native of losing their right to compensation. The original objective, 
therefore, was to reduce the number of veterans requiring pension by 
furnishing them with vocational training. No appropriation of funds 
was made, however, and the provision remained inoperative until re- 
pealed by the Vocational Rehabilitation Act. 

The Vocational Rehabilitation Act of June 27, 1918, provided that 
disabled veterans who were unable to carry on gainful employment 
were to be furnished, if feasible, vocational training without cost and 
with special maintenance allowances; and disabled veterans whose 
disabilities did not prevent them from returning to their former 
occupations, but who were entitled to compensation under the War 
Risk Insurance Act, were to be furnished vocational training without 
cost but with no special maintenance allowances over and above their 
disability allowances. The Federal Board for Vocational Rehabilita- 
tion was responsible for administration of the program. 

In 1921 the Vocational Rehabilitation Division of the Federal 
Board became the Rehabilitation Division of the newly formed 
Veterans Bureau. Under authority of the Veterans Bureau, the pro- 
gram was continued until June 30, 1928, when it was terminated. Of 
the 329,969 applicants registered for the program, 179,515 entered 
training. The program cost slightly over $644,000,000. However, it 
was estimated that disability compensation payments to veterans 
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undergoing rehabilitation training were reduced, on an average, by 50 
percent. 

After termination of this program for World War I veterans on 
June 30, 1928, the rehabilitation functions practically ceased. The 
Veterans Administration, established in July 1930, did not provide 
for vocational rehabilitation in its original organization. 

The first sign of a rebirth of the vocational rehabilitation program 
appeared on November 13, 1942. When President Roosevelt signed 
the amendment to the Selective Service Act calling for the induction 
of young men 18 and 19 years old, he appointed a committee of edu- 
cators, under the auspices of the War and Navy Departments, to 
study the problem of education and training for service men and 
women returning from war. As a result, Public Law 16, Seventy- 
eighth Congress, was passed on March 24, 1943, providing for a pro- 
gram for rehabilitation of disabled veterans of World War IT to be 
administered by the Veterans Administration. 

This law reestablished the World War I program for disabled vet- 
erans of World War II, including determination of need; prescrip- 
tion of suitable training; a $500,000 revolving loan fund; payment 
of increased subsistence, where it amounted to less than that payable 
in compensation for total and temporary disabilities, including addi- 
tional amounts for dependents: and placement of the trainees upon 
completion of training. In addition to these provisions, advisement 
and guidance services and the conduct of research were authorized. 
The law established time limits of 4 years on length of training and of 
6 vears beyond the termination of Wor ld War IT on program duration. 

Fifteen months later, Public Law 346, Seventy- -eighth Congress, 
June 22, 1944, cited as the Servicemen’s Readjustment Act of 1944, 
was passed. Title II of this act provided education and training bene- 
fits to World War II veterans of 90 days or more service whose educa- 
tion or training was impeded, delayed, interrupted, or interfered 
with by entrance into service and who desired a refresher or retrain- 
ing course, 

The major provisions of the law were as follows: 

(1) The course had to be initiated not later than 2 years after dis- 
charge or after termination of World War II whichever was later. 

(2) No education was to be afforded beyond 7 years after termina- 
tion of World War II. 

(3) Persons 25 years of age or younger at time of entrance into 
service were deemed to have had their education interfered with. 

(4) Persons eligible could select their own courses in school, sub- 
ject to acceptance by the school. 

(5) Education or training was authorized for 1 year plus an addi- 
tional period of training equivalent to the time spent in service up to 
a total of 4 years. 

(6) Payments to schools were not to exceed $500 per school year 
including books, supplies, tools, fees, and tuitions. 

(7) Subsistence allowance was provided trainees at $50 per month 
for single veterans and $75 per month for those with dependents. 

This program and the rehabilitation program were organized under 
an Assistant Administrator for compensation, pensions, and voca- 
tional rehabilitation, with administrative direction and control dele- 
gated to a Director of Vocational Rehabilitation and Education 


aS a a UDA ASR NAAR ween et haters 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 103 


Service in central office, and operations decentralized to regional 
offices. 

During the 8 years since the passing of Public Law 346, many legis- 
lative changes have been made to the original laws. In every year 
but one during this period, legislation has been enacted to liberalize 
benefits or to define more clearly the intent of the laws. In fact, in 
1948 alone, six different laws were passed which affected both Public 
Law 16 and Public Law 346. 

These changes had the following effect on the vocational rehabilita- 
tion program under Public Law 16: 

(1) Provision was made for the extension of the length of training 
beyond 4 years, in exceptional cases, upon approval by the Adminis- 
trator. 

(2) Program duration was extended to 9 years after termination 
of the war. 

(3) Subsistence payments were established in addition to compen- 
sation. These were subsequently increased three times. 

(4) Provisions of the act as amended were made available to vet- 
erans of the Korean conflict. 

The educational program under Public Law 346 was changed 
the following respects: 

(1) The restrictions on eligibility pertaining to interruption of 
training were eliminated, thereby opening the program to all World 
War II veterans. 

(2) Program duration was extended to 9 years after termination 
of the war. 

(3) Time limit for entering training was extended to 4 years after 
the end of the war. 

(4) Correspondence courses were authorized, and on-the-farm train- 
ing was recognized as coming under provisions of the act. 

(5) Short courses under 30 weeks’ duration and courses at rates over 
500 annually were authorized. 

(6) Subsistence rates were increased three times. 

(7 Criteria were established for approval of on-the-job training. 

(8) Authorization was made for reimbursement of States and local 
agin ies for accrediting, supervisory, and other administrative serv- 
ices connected with the tr aining program. 

(9) Avocational and recreational training was prohibited. 

(10) Criteria were established for approval of some types of voca- 
tional schools. 

Needless to say, these many and frequent legislative changes placed 
a substantial burden on the program operations and necessitated sev- 
eral realinements in the organization structure. 

In 1945, before the heavy influx of applications for training, ar- 
rangements were made to furnish advisement and guidance service 
(required under Public Law 16 and available, but not mandatory, to 
Public Law 346 trainees) through 70 guidance centers at universities 
and schools throughout the country. This expedited the guidance 
programs and increased the local availability of guidance to veterans. 

When the 1946 reorganization of Veterans Administration took 
place, establishing the branch form of organization, vocational re- 
habilitation and education was organized as a separate program and 
placed in charge of an assistant administrator for vocational rehabili- 
tation and education. In each of the 13 branch offices, a vocational 
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rehabilitation and education service was established under a director. 
The central office was reconstituted as a policy-making and supervising 
body, while the branch offices were given full responsibility for the 
direction of operations in their assigned areas. Regional offices con- 
tinued to perform most of the operations through vocational rehabili- 
tation and education divisions. 

With the further extension of benefits in 1946, field operations 
were enlarged to include a hospital advisement program with 
guidance units in Veterans Administration hospitals, in 13 Navy 
hospitals, and, later, in 12 Army hospitals. A personal adjust- 
ment counseling program to furnish specialized guidance to vet- 
erans with minor emotional disturbances, adverse mental attitudes, 
social conflicts, and other conditions characteristic of maladjustment 
was also initiated at this time. Training under Public Law 346 was 
undertaken in educational institutions in foreign countries. 

In 1947, provision was made for payment of 75 percent of the total 
tuition of veterans upon enrollment in well-established, nonprofit 
colleges and universities, thereby affording financial relief to institu- 
tions that generally require students to pay tuition in full at the be- 
ginning of the term. 

As a result of 1948 appropriation limitations, other operational 
changes took place in administration of the program. Supervision 
of Public Law 346 trainees, enrolled in institutions of higher training, 
was discontinued. Personal supervision of this class of trainees, 
enrolled in on-the-job training, on-the-farm training, and training in 
institutions below college, was discontinued and was replaced by a 
monthly report from the institution of absence, conduct, and progress 
of the veteran. However, spot audits were provided for in doubtful 
“ases. 

Branch offices were abolished in 1949. With cessation of the inter- 
mediate supervision carried on by those officers, responsibility for field 
supervision was transferred to the central office staff under the im- 
mediate jurisdiction of the directors of the individual services. 

At this time Vocational Rehabilitation and Education established 
a Denver office to facilitate the conduct of field supervisory visits to 
the western regional offices by representatives of central office. Repre- 
sentatives of each of the functional services were based in that office 
for this purpose. The Director of Training Facilities Service estab- 
lished nine field locations for supervisory personnel of that service. 
These employees were engaged principally in review and approval 
of contracts negotiated by regional office contract officers. With these 
exceptions, regional office operations were thereafter supervised 
directly from central office. 

Also in 1949, the monthly supervisory report on conduct and 
progress was discontinued for veterans in Public Law 346 training 
below college level. Instead, triannual reports of income from pro- 
ductive labor were forwarded by veterans to training facilities and 
schools for inclusion in reports on conduct and progress. 
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Again in 1950, a major change in the organization and operations 
of Vocational Rehabilitation and Education took place. Persons in- 
volved in counseling veterans in hospitals were transferred to the De- 
partment of Medicine and Surgery, although they continued to render 
reports to Vocational Rehabilitation and Education. A committee of 
three consultants was appointed to advise the advisement and guid- 
ance service on professional matters. The number of contract ap- 
proval offices of training facilities service in the field was reduced from 
nine to five. 

For the past 2 years the organization structure has remained un- 
changed, except for some contractions reflecting reduced workload. 
This present form of organization is described in a later section of this 
chapter. ; 

2, SCOPE OF THE PRESENT PROGRAM 


The volume history of the present program has been one of rapid 
growth during its first 3 years to a peak of 2,801,000 veterans in train- 
ing in December of 1947. Today, although a substantial level of 
training is conducted, with approximately 1,500,000 veterans enrolled 
at December 31, 1951, the number of veterans in training is declining 
steadily and initial applications are small in number. 

As indicated in exhibit XXX, 11,414,368 applications for benefits 
have been received and 8,366,452 veterans have entered training, of 
which 993,406 have been rehabilitated or have exhausted their entitle- 
ment. 

This program had cost $15,125,645,000 up to the end of the last calen- 
dar year. Current payments to training institutions and to veterans 
for subsistence are being made at a rate of approximately $1,500,000,000 
annually. It is estimated that the total cost of the program through 
July of 1956, the end date for all but Korean veterans, will be about 
$20 billion. 

The current operations of the program are conducted by 5,943 em- 
ployees; of these, 211 are located in central office and the remaining 
5,732 are located in regional offices and centers. The annual budget 
for salaries and expenses to maintaining this working force was 
$31,645,000 for the fiscal year 1952. 


3. POLICY CONSIDERATIONS 


Veterans Administration has achieved considerable success in carry- 
ing out its fundamental responsibility for providing vocational re- 
habilitation and education to veterans. Well over half of the veterans 
of World War II have had, or are getting, the training provided for 
by Public Law 16 or Public Law 346. This achievement is remarkable, 
considering the obstacles which have been placed in its path. 
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Exuisir XXX.—VETERANS ADMINISTRATION VOCATIONAL REHABILITATION AND 
EpUCATION PROGRAM 


Vocational rehabilitation and education for World War II and Korean Veterans, 
1943-51 
Applicants registered : 
Public Law 16 1, 183, 930 
Public Law 346 10, 230, 488 


RE a oe 11, 414, 368 


Ontering training: 
Public Law 16___--- 587, 065 
Public Law 346__- 7, T79, 387 


co: Se ee ee ee 8, 366, 452 


Completed training: 
Declared rehabilitated______- gage Jes 291, 684 
Exhausted entitlement__ i 701, 722 


De ks ‘ Sh ics ety aches Ueda aie 993, 406 
—* Data compiled from Veterans’ Administration Statistical Summary, December 
vol. 

In some respects, criticisms directed at the program and its adminis- 
tration have had some justification. Some employees were not as thor- 
oughly screened and trained as would have been desirable. Some 
controls were ineffective and others misapplied. Some confusion re- 
sulted from frequent changes in the benefit provisions. In some in- 
stances, fraud by establishments and schools training veterans brought 
ill respute to the program and criticism to V eterans Administration. 

Executives in charge of the program were aware of these undesirable 
conditions. In the great majority of specific instances, the agency had 
recognized the problems and had taken the steps within its authority 
to correct them. Indeed, much of the specific information used pub- 
licly in directing criticism at vocational rehabilitation and education 
today is based on information gleaned from the agency’s own files. 

Much more significant for the future outlook is the indisputable fact 
that legislation governing the conduct of the program was not clear 
and was frequently changed. This presented problems which con- 
tributed substantially to the confusion which marked the program’s 
inception and earlier conduct. 

The Administrator of Veterans Affairs has broad powers, under 
Public Law 16, for the vocational rehabilitation of disabled veterans. 
On the other hand, the provisions of Public Law 346, as amended and 
extended, limit in many ways the degree to which the Administrator 
may control the veteran, his educational program, and the establish- 
ment or institution offering training. It is in this, by far the larger 
phase of the program, that Veterans Administration has been criti- 
cized severely and often. Legislative limitations of administrative 
action have contributed measurably to the conditions which caused 
the criticism. 

In the original draft of Public Law 346, Congress limited the au- 
thority of the Administrator to the determination of eligibility of the 
veteran and to the authorization of payment for subsistence allow- 
ances, tuition fees, and supply and equipment charges. The law gave 
the veteran free choice of the training he wished to pursue, gave the 
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States full right to approve institutions for veteran training, and 

gave the institutions themselves full control over the course of train- 

ing. This reduced Veterans Administration to a certifier of entitle- 

ment and an authorizer of payments, without regard to the quality or 
value of the training furnished. 

These conditions obtained during the program’s greatest upsurge in 
volume and during the est: ablishment of the structure and working 
relationships through which the program was carried out. It is fair 
to say that many of the difficulties, problems, and widespread abuses 
encountered in administration of the program occurred or had their 
inception in this period. 

This failure to permit the agency to control all aspects of the pro- 
gram resulted in exploitation of the program by some veterans whose 
sole interest in education was subsistence allowances, and by some 
“educators” and some ex-employees of the agency who were mainly 
interested in the tuition dollar; in the choice by veterans of avocationa] 
and recreational training; in the mushrooming into existence of profit 
schools, many of which provided inadequate courses of study but 
nevertheless had the blessings of approval by many of the States; 
and in many cases of fraudulent practices by both veterans and schools. 
All of these situations have been the subject of prolonged investigation 
and of much publicity which eventually led to some corrective 
legislation. 

As it now stands, the States are responsible to Veterans Adminis- 
tration for the approval of institutions and establishments for veter- 
ans’ training in accordance with the provisions of Public Law 346 and 
with States’ standards not in conflict with that law. States certify 
that the content and length of the courses and the time allotted to each 
element in the courses are adequate for the attainment of the course 
objectives; that the equipment, including space, is adequate; and that 
instructors are professionally qualified to offer satisfactory instruc- 
tion. However, Veterans Administration has no supervisory authority 
over States with respect to these activities. 

The States provide regular supervision of approved institutions and 
establishments as a basis for continuance of approval and provide re- 
inspection, on evidence reported by Veterans Administration or others, 
of institutions or establishments which appear not to be training in 
accordance with law and standards. The law contemplates that States 
will withdraw approval where such action is warranted and notify 
Veterans Administration promptly of any action taken which affects 
the program. However, there is no provision for enforcement of such 
actions by the Federal Government. 

Veterans Administration, in its relationship with the States, is 
responsible for determining eligibility and authorizing benefits; for 
paying the amount properly due to the institution; for notifying the 
State of known inadequacies in the training program of an approved 
institution or establishment, of pertinent changes in laws and regula- 
tions, and of actions affecting training under Public Law 16, such as 
the withdrawal of approval from an institution or establishment which 
has also been approv ed by the State under Public Law 346; and for 
working with the State on establishing the status of institutions or 
establishments which require the Administrator’s approval under 
Public Law 346. 


95735—_52———_8 
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<xperience with the foregoing working relations has proved only 
partially satisfactory. Within the limits of its ability, the agency has 
generally carried out its part. On the other side, o servance of the 
arrangement by the States has varied widely. Except for on-job 
and institutional on-farm training, Veterans Administration has 
no right to discontinue payments unless actual fraud can be estab- 
lished. There have been many instances in which the States have 
ignored or overridden requests by Veterans Administration that they 
correct situations or discontinue their approval of institutions to 
participate in the program. 

The question of judgment is the crux of this situation. Friction 
‘an and does develop between Veterans Administration and State 
authorities when the two fail to agree on whether the law’s criteria are 
being met in any given instance. The agency has no recourse but to 
abide by the decision of the State in these matters. 

The intent of Congress to maintain States’ control over the educa- 
tional systems in their jurisdiction is understandable. However, it 
is recognized that Congress clearly holds Veterans Administration 
responsible for the custodianship and proper use of Federal funds 
expended for the veterans’ educational program. As the situation 
now stands, Veterans Administration does not have adequate author- 
ity to discharge this responsibility promptly and properly. 

Throughout the life of the vocational rehabilitation and education 
program there has been unremitting pressure for retrenchment in staff 
and facilities. Appropriations for the pregram were sharply rape 
in fiscal year 1947 and again in 1948, just when the workload wa 

rapidly increasing. Fund reductions have been regularly iipoeed 
ever since. However, reductions have not been accompanied by pro- 
visions for reducing | service rendered or numbers served. Rather, 
rapid changes in legislation not only added to the workload but also 
immensely ‘complicated the administrative conduct of the program. 

No doubt the motive behind this approach has been laudable. Its 
realism may be doubted in view of the way in which service, required 
or authorized by law, has suffered. 

The immediate result of these reductions was the virtual elimination 
of any attempt at individual supervision of training under Public 
Law 316. By 1951, advisement and guidance services had been con- 
tracted to the point where trainees were traveling long distances to 
regional offices to obtain such services. The trainee under Public 
Law 16 travels at Government expense, and the cost of his fare tends 
to offset savings from curtailed staff. 

Successive reductions in staff have practically eliminated specializa- 
tion in all but the largest registration operations. This reduces pro- 
ductivity because it takes measurably longer for a registration officer 
to handle all types of training aithorization than it does if he special- 
iz°s in one tvpe with which he is thoroughly familiar. 

Vocational rehabilitation and education offices initially gathered 
considerable information about local employment conditions and op- 
portunities, data which are fundamental to establishment of sound 
training objectives. Organized effort in this direction was an early 
‘asualty of retrenchment. 

All of these administrative activities, which are judged to be im- 
portant to effective results measured in terms of service to the veteran 
and of protection of Government funds, have been discontinued as a 
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direct result of curtailed expenditures. It is questionable in the broad 
view of the program whether such false economy is sound. 

The agency has experienced and continues to experience grave prob- 
lems of “public relations in its educational program. The program 
needs the cooperation of (1) veterans; (2) training establishments and 
institutions; (3) suppliers of materials : and services; (4) other govern- 
mental agencies, State and local as well as Federal; and ( (5) labor 
unions, trade associations, and other such civic groups. Yet is has come 
into conflict with ever y one of the foregoing groups. 

Veterans have been the program’s severest critics. At the same time, 
many veterans have evidenced lack of understanding of the program’s 
legitimate objectives and have shown a willingness to use the program 
for purposes other than those it was intended to serve. 

There has been continual friction with schools, particularly on the 
questions of fair and reasonable charges and adequate reporting of 
veterans’ training status—so much so that Congress has deemed it 
necessary to establish a Veterans Education Appeals Board independ- 
ent of Veterans Administration to adjudicate disputes between boards 
and the agency. 

Misunderstanding between the agency and State authorities is wide- 
spread, as has been pointed out previously. There is need for more 
sympathetic understanding of the problems, too, among suppliers, 
labor groups, and others whose interests are affected by the educational 
program for veterans. 

In the face of these needs, little evidence is shown - formulating a 
positive, constructive basic policy governing outside relations for voca- 
tional rehabilitation and education. In particul: ur, there appears to 
have been no specific effort on the part of personnel engaged in voca- 
tional rehabilitation and education to develop public understanding 
of the problems confronting the program or of its dependence upon 
the cooperation of veterans, institutions, and the public at large. 
Rather, the policy has been to sit back and weather storms of criticism 
in the hepe that the flurry would subside, as generally it has. 

However, each charge has left its scars. Suspicion of inefficiency 
and corruption in the program is widely voiced by veterans, educa- 
tors, and the public at large. Congressional investigation of the pro- 
gram and its administration has been a continuing activity. 

There is need to have a well-conceived, consistent, and convincing 
public-relations program. Concentrated top management attention is 

required to develop such a program. 

It should be apparent from the discussions in this section that Vet- 
erans Administration has been considerably handicapped in the ad- 
ministration of the vocational rehabilitation and education program. 
Restricted by lack of adequate authority and by unrealistic curtail- 
ment of funds, it has been struggling to cope with a workload which 
more than doubled overnight and with kaleidoscopic changes in the 
programs and provisions imposed by Congress with apparent little 
thought of consequences. 

Under such circumstances Veterans Administration cannot be held 
fully responsible for the notorious situations of the past. To Congress 
must fall the great share of this responsibility. Veterans Administra- 
tion, however, can be held fully responsible for two factors which con- 
tribute to continuation of these undesirable situations. First, it has 
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not succeeded in persuading Congress that further administrative and 
policy changes in the laws governing these programs are necessary. 

In the second respect, Veterans Administration has not developed 
and implemented any sound and continuing program for the improve- 
ment of public relations pertaining to the vocational rehabilitation and 
education program. 

It is hoped that, by bringing facts of this nature to light, the re- 
quired action will be taken in the near future to correct the basic weak- 
nesses of the program so that confusion will be clarified and admin- 
istration placed on a sound basis for the future. 


4. THE PRESENT ORGANIZATION AND OPERATIONS 


Currently, direct administrative responsibility for the vocational 
rehabilitation and education program is divided between an Assistant 
Administrator, whose formal authority is restricted to policy develop- 
ment and planning for the entire program and to direction of the 
work conducted at central office, and regional office managers, who 
report directly to the Deputy Administrator and who are responsible 
administratively for vocational rehabilitation and education opera- 
tions in the field. Regional oflice managers’ control over the program 
is limited, however, because the technical aspects are specified and 
guided from the ce ntral office. 

As a result of this organizational structure, vocational rehabilita- 
tion and education benefits are furnished from 70 widespread and 
separate operations of varying size administering the program under 

varying geographic and economic conditions. ‘There are no inter- 
mediate offices to assist in their direction and coordination. Manage- 
ment direction is, therefore, conducted almost entirely through manda- 
tory directives and instructions supplemented by continuous and de- 
tailed procedural inspections to assure that benefits are being 
administered uniformly throughout the country. 

Initiative and judgment on the part of field executives are mini- 
mized by this organization plan and manner of operation. Decisions 
are constantly referred to central office. V oluminous correspondence is 
generated. These and other disadvantages resulting from the present 
plan of organization have detracted from the service to veterans. 

An integral part of the process of providing the benefits to veterans— 
the payment of subsistence, tuitions, and supplies—is not under the 
direction and control of vocational rehabilitation and education per- 
sonnel. Thus, the Administrator cannot hold any one executive ac- 
countable for the complete program nor for the complaints directed 
toward it. 

The basic organization of the technical functions of vocational re- 
habilitation and education is fundamentally sound. It logically groups 
technical functions into four major services: Authorizing veterans’ 
entrance into and continuance in training and payments therefor, con- 
tracting for training facilities, furnishing vocational guidance to vet- 
erans, and supervising their education or training. On the other 
hand, the internal organization is confused by an excessive number 
of special assistants in each technica] service and in the office of the 
Assistant Administrators. These individuals, who have no clearly de- 
fined organization status, perform various functions of budget review, 
planning, statistics, and field supervision. This detracts from the 
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effectiveness of such effort and requires an excessive amount of co- 
ordination to obtain desired results. 

The nature of the field operations of the program requires wide 
dispersion of employees engaged in certain phases of the work which 
necessitate direct contact with veterans and training institutions. It 
does not, however, require comparable dispersion of administrative 
functions, in which the great majority of the employees are engaged. 
In fact, dispersion of these functions among 70 offices inter feres with 
good administration and needlessly increases its cost. 


5. ORGANIZATION RECOMMENDATIONS 


The proposed plan of organization of the Vocational Rehabilitation 

and Education Department, shown on exhibit XX XI, provides for the 
continuation of a small central office group in each of the existing 
technical services of the department. These groups, each for its re- 
spective special function, will be responsible for forecasting of pro- 
gram requirements; planning; formulation of objectives, polici ies and 
basic procedures; development of standards; appraisal of results; and 
maintenance of good relations with internal and external groups in- 
volved or interested in the program. 
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In addition to the present technical services, a research and evalu- 
ation service has been added to evaluate the results of the program 
in terms of accomplishment of its objectives and the actual benefits 
accruing to veterans as a result of the training provided. 

The plan also provides for staff services supporting these technical 
functions, such as personnel, budget, accounting and methods, as a 
part of the Department reporting to the Assistant Administrator. 

The Administrator is also provided with an operations manager 
responsible for the direction of the field operations, which, in accord- 
ance with the basic organization plan proposed for the agency, are 
placed under the authority of the assistant administrator. 

Administration of program operations in the field is concentrated 
in 14 vocational rehabilitation and education centers, as shown on 
exhibit XXXII. Center managers are responsible to the operations 
manager for the efficiency and effectiveness of the —— and for 
compliance with established policies and practices. Provision is made 
for the location of personnel engaged in advising and guiding veterans 
and in supervising their training per formance in regional - offices 
as required. However, these employees will receive direction and ad- 
ministrative services from the vocational rehabilitation and education 
centers. 

Vocational rehabilitation and education centers are organized as 
shown in exhibit XX XIII, following exhibit XXXII. Inasmuch as 
the 14 centers are located in the facilities of roposed veterans service 
centers, the Veterans Service Department will provide residency and 
some common administrative services. The staff services provided the 
vocational rehabilitation and education center manager, therefore, are 
those of budget and finance, methods and personnel. 
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EXHIBIT XXXII | 
VETERANS ADMINISTRATION 
VOCATIONAL REHABILITATION AND 
EDUCATION PROGRAM 
Proposed Plan of Organization 
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Of particular significance is the establishment of a budget and 
finance division. The functions of this division, which are now under 
the direction of the Assistant Administrator for Finance, include the 
payment of subsistence, tuition, and supplies for veterans in training 
and the maintenance of essential beneficiary and payee accounts. 
These functions are an integral part of the vocational rehabilitation 
and education service. Prseelovs the program will be greatly 
strengthened by bringing them under the jurisdiction of the Assistant 
Administrator for Vocational Rehabilitation and Education. 


6. OPERATING RECOMENDATIONS 


It should be recognized that management of the vocational rehabili- 
tation and education program has done a remarkably good job of 
achieving uniformity and of getting results under the handicaps it 
has faced and still faces. Since about 1947, its operating practices 
have become progressively better established, its policies have been 
clarified, and its people have been generally brought to a point of com- 
petence in their jobs. Operations, as observed, are being conducted 
in an orderly manner, and good service is being provided to veterans. 

This accomplishment, however, has been retarded rather than ex- 
pedited by the existing organization plan and the management tech- 
niques required by it. Delays and high cost are inherent in a system 
which entails as much lengthy, long-distance correspondence, checks 
and rechecks, meticulous observance of the rule book, and delayed de- 
cisions as the present one does. Decentralization of responsibility and 
authority is required in the interest of both better service and economy. 

The proposed 14 vocational rehabilitation and education centers 
are the keys to successful decentralization. Each center will be large 
enough to provide a basis for realistic planning and effective utiliza- 
tion of staff and facilities, and yet compact and manageable enough 
to permit direction and control on the basis of direct relationships 
between executives of central office and the centers and personal in- 
struction and supervision by responsible officers. 

If the full benefits of the proposed organization plan are to be 
realized, it is essential that operating decisions be delegated to field 
executives. To have done this 3 or 4 years ago might have presented 
problems. Under present conditions and the new organization plan, 
this can be accomplished without jeopardy to the quality of 
operations, 

The operating recommendations presented in volume VIII and sum- 
marized below, therefore, are directed principally to the manner in 
which responsibility and authority should be delegated to the field 
and the way in which central office should direct and control the 
program. ‘They also include proposed changes in methods designed to 
improve present operations. 

It is recommended that the centers participate to the fullest extent 
in the planning of administrative programs. This should apply not 
only to initial planning but also to changes resulting from limitations 
imposed by legislation or reductions in appropriations. This will 
assure that initial planning is realistic, that the judgment of field 
personnel is represented in the plans, and hence that responsibility is 
placed squarely on field personnel to make the plans work. The highly 
centralized controls which characterize present operations should be 
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decentralized to field executives. Staffing patients should be used 
only as guides for lecal management and should not be mandatory in 
any respect. Mandatory detailed procedures should be simplified and 
their number greatly reduced to provide for greater flexibility of 
operation in the field. The report structure should be reviewed and 
simplified. Inspections, one of the most expensive and least effective 
of the present controls, should be discontinued and full reliance placed 
on center managers to exercise good judgment in managing operations. 

One of the major problems of these operations is the diffic ‘ulty of 
obtaining fully qualified staff. The development of adequate quali- 
fication standards and the dev elopment of a sound plan of per Seren: 
ance rating are recommended as major actions basic to the silibten of 
this problem. 

An improved system is recommended for the collection, consolida- 
tion, and distribution of occupational data regarding job opportunities 
which are essential to sound counseling of disabled or handicapped 
veterans. 

The installation of these recommendations, together with their 
corollary proposals presented in detail in volume VIII of this report, 
will facilitate administrative direction and control and will reduce 
substantially the cost of operating the program. 

Consolidation of responsibility for all program operations with 
the Assistant Administrator will provide him with the necessary au- 
thority and with the necessary management and services to retain and, 
in some instances, to improve the quality of service to veterans. 

The proposed plan of organization establishes a strong, integrated 
department for the administration and operation of the vocational 
rehabilitation and educational program. It establishes a direct line 
of operating authority between central office and field stations which 
should materially facilitate action and simplify coordination of voca- 
tional rehabilitation and education activities. It provides for the 
continuation of the technical activities of the program at widely 
dispersed locations throughout the field to provide effective service 
to veterans. At the same time it consolidates administrative func- 
tions, not requiring contact with veterans, in 14 centers. This con- 
solidation will result in more effective utilization of personnel and 
in greater uniformity of judgment, with consequent: improvement in 
work quality and results. It will enable Veterans Administration 
to take full advantage of specialization under highly qualified admin- 
istrative direction. 

Saving in costs through effective implementation of these recom- 
mendations is considerable. Establishment of the 14 centers will re- 
duce administrative expenses by an estimated $4,050,000 annually. 

Although cost reduction is an important factor, improved adminis- 
tration of the program resulting from clarification of responsibility 
and authority and from simplification of operating techniques is of 
even greater importance in its effect on the quality of service to 
veterans. 

VIII. Tue Loan Guaranty Program 


The purpose of the loan guaranty program is to assist veterans of 
World War ITI to acquire homes, farms, or businesses. This is ac- 
complished in three principal ways: (1) By providing veterans with 
a credit standing through guaranty or insurance of loans, (2) by 
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making direct loans to veterans, and (3) by making grants to those 
veterans with certain service-connected ambulatory disabilities. 

Presented in this chapter is a summary discussion of the organiza- 
tion and operations of the loan guaranty program in central office and 
in the field, as detailed in volume IX of the survey report. Recom- 
mendations designed to strengthen the organization structure, re- 
duce operating costs, and improve service are also indicated. 


1. NATURE OF THE PROGRAM 


The loan guaranty program was established originally to provide 
credit to veterans of World War II in lieu of assets which they might 
have accumulated had their employment not been interrupted by serv- 
ice in the Armed Forces. This credit is in the form of a Federal 
guaranty or insurance of loans obtained by veterans from private 
lenders for housing, farms, and businesses. 

The proceeds of ‘these loans may be used for the purchase, construc- 
tion, repair, alteration, or improvement of property occupied as a 
home; for the purchase, repair, alteration, construction, or improve- 
ment of land, buildings, equipment, and machinery and for the pur- 
chase of livestock and ‘supplies or for working capital for the purpose 
of carrying on farming operations; for the purchase, construction, 
repair, alteration, or improvement of land, buildings, equipment, ma- 
chinery, and tools; and for the purchase of supplies and inventory 
or for working capita] for the purpose of engaging in business or 
pursuing a eainful occupation. 

The or riginal law providing for these benefits, the Servicemen’s Re- 
adjustment Act of 1944, Public Law 346, Seventy-eighth Congress, 
and commonly known as the GI bill of rights, has ‘been amended sev- 
eral times since. Title III of this act sets forth the basic provisions 
of the program. 

Briefly, these provisions entitle any veteran who served in the 
Armed Forces at least 90 days between September 16, 1940, and the 
end of the war, and who received a discharge other than dishonorable, 
to the benefits under the act. Subsequent amendments extended eligi- 
bility to unremarried widows of veterans who died either in service 
or after discharge as a result of service-connected disabilities. Ap- 
plication for benefits must be made prior to July 26, 1957, at which 
time under present legislation the law ceases to be effective. 

The law provides that the Government within certain limitations 
will guarantee to the lender 50 percent of a loan to an eligible veteran. 
The maximum guaranty is $2,000 on non-real-estate loans and $4,000 
in the case of real-estate loans except where the veteran has not pre- 
viously made use of these benefits, in which case 60 percent of a real- 
estate loan may be guaranteed provided it does not exceed a maxi- 
mum of $7,500. T he interest rate may not exceed 4 percent at present. 
However, the law permits the Administrator to vary the statutory 
interest rate between 4 and 4.5 percent with approval of the Secre- 
tary of the Treasury. The period of loan maturity may not exceed 
30 years on home and business real-estate loans, 40 years on farm 
realty loans and 10 years on non-real-estate loans. 

Public Law 268, Seventy- ninth Congress, December 28, 1945, made 
added provision for the insurance of the same types of loans whereby 
the Administrator may reimburse lenders for losses up to 15 percent 
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of the aggregate of insured loans made by the lender. This provides 
lenders with added protection because the insured amounts are pooled 
and applied against total losses, in contrast to guaranteed loans, 
which are handled on an individual basis. 

By July 1950, it became obvious that in many parts of the country 
private lenders would not make home loans at 4 percent. Subse- 
quently, the Eighty-first Congress passed Public Law 475, the Hous- 
ing Act of 1950, which cont Lined provision for the Administrator to 
mi: ake direct loans, not to exceed $10,000, at 4 percent interest, to vet- 
erans otherwise unable to obtain loans from private lenders for homes 
to be occupied by them. A revolving fund of $150,000,000 was pro- 
vided for this purpose. On April 18, 1952, Public Law 325 was en- 
acted, which added $125,000,000 to this fund. 

A related program, Public Law 702, Eightieth Congress, of June 
19, 1948, provides for housing grants for paraplegics and others with 
certain ambulatory disabilities resulting from service-connected 
causes. Under this program veterans specified may be granted up 
to $10,000 to acquire land and a suitable housing unit with special 
fixtures or movable facilities required by the nature of the disability. 
Veterans Administration is also authorized to furnish model plans 
and specifications for suitable housing of the type required. 

These are the basic services and objectives of the loan-guaranty pro- 
gram of the Veterans Administration. 


2. SCOPE OF THE PROGRAM 


From the beginning of the loan-guaranty program until December 
25, 1951, 2,875,097 loans have been approved. Principal amounts of 


these loans totaled $17,117,080,443, and guaranteed and insured 
amounts totaled .$8,801,047,365. A breakdown of these totals by 
type of loan follows. 


Principal Guaranteed or 


Numbe . 
umber amount insured ammount 
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It is interesting to note that, in terms of the guaranteed or insured 
amount, housing loans represent 97 percent of the total; business loans, 
1.8 percent; and farm loans, only 1.2 percent. 

The total applications received to December 25, 1951, number 
3,059,448, or an average of approximately 35,000 per month. The 
month of December, during which 34,602 applications were received, 
indicates that the workload is continuing at about the average level 
after a decrease in the latter part of 1950 and the early part of 1951, 
when it was difficult to obtain loans at 4 percent. 

The experience of Veterans Administration on defaulted loans has 
been better than comparable commercial averages. Defaulted loans 
reported through December 25, 1951, numbered 273,659, or about 9.5 
percent of total loans approved. Of significance, however, is the fact 
that, of the loans reported in default, 75.3 percent have been reinstated 
or settled. Since there were 44,608 claims pending at that date, 
Veterans Administration, therefore, has paid only 23,023 claims, less 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 119 


than 1 percent of total loans approved. The accumulated net cost 
to the agency of settling lenders’ claims is $23,150,936, or less than 
0.5 percent of the guaranteed liability. This cost represents, in part, 
payments made for property taken over by the agency and is subject 
to further recovery from the liquidation of such tangible security. 

Funds available for direct loans were practically ‘exhausted at the 
end of December 1951, with only $2,614,654 unallocated out of the 
$150,000,000 appropriated. Up to the end of 1951, 16,788 loans have 
been granted and a total of $107,755,934 has been paid out. The 
balance of $39,629,412 was committed but not paid out at that time. 

Housing aid to veterans with certain ambulatory disabilities is 
somewhat smaller in scope than the other two programs. Up to De- 
cember 31, 1951, 3,859 applications had been approved for basic eligi- 
bility and medical feasibility. Grants totaling $20,635,657 had been 
approved for 2,245 of these. Of this total, $19,577,819 had been paid 
out. 

These programs are carried on in the central office in Washington, 
D. C., and in 67 regional offices, including San Juan, P. R., and 
Hawaii. As of December 31, 1951, the number of employees involved 
in these programs exclusive of loan-guaranty attorneys was 2,936. 
The annual budget for salaries and expenses for fiscal year 1952 
amounts to $13,331,802, or about 1.5 percent of the agency’s annual 
appropriation for these classes of expense. 


3. PRESENT ORGANIZATION AND OPERATIONS 


Responsibility for loan-guaranty operations is currently divided 
between the Director of Loan Guaranty Service and the regional- 
office managers. The Director has responsibility for planning, policy 
formulation, and control of the entire program and for direction of 
operations in central office. Regional-oflice managers are responsible 
administratively for loan-guaranty operations in the field. Their 
control over operations is limited, however, because of the great 
importance of the technical aspects of the program which are specified 
and guided from the central office. This division of responsibility is 
undesirable because neither the Director nor the regional-oflice man- 
ager has full authority over and control of loan-guaranty operations. 

Many of the actions necessary to effective conduct of loan-guaranty 
oper ations are legal in nature and require close contact with people 
trained in real estate and general law. However, the legal talent 
required by the program is under the direction and control of the 
Solicitor in central office and the chief attorneys in the field. Thus, 
the director of the program does not have under his jurisdiction all 
the technical personnel necessary to the effective discharge of his 

responsibility. A similar yet not as serious a situation exists with 
respect to other staff services, such as personnel and finance, required 
to carry out effective operations. 

Within the loan-guaranty structure the functions necessary to hand- 
ling defaulted loans, loan servicing, claims, property liquidation, and 
property management are coordinated at the top administrative level 
of the organization unit. The close interrelationship existing among 
these functions requires much coordinating effort for effective opera- 
tion. Provision of this coordination at the top administrative level 
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of the loan-guaranty program in central office and in the field is am 
unnecessary ‘burden on the chief officer. 

The loan-guaranty operations in the field are conducted in 67 re- 
gional offices. This large number of locations is not required by the 
nature of the work and. presents problems in obtaining effective ad- 
ministrative direction and control of operations. This is particularly 
acute because of the predominance of the judgment factor in conduct 
of the work. This wide dispersion also results in costs greater than 
required for effective operations. 

The recommendations contained in volume IX of the report are 
based on considerations of the nature and scope of the work, the present 
organization structure, and methods of operation. They are designed 
to permit more effective operations and to facilitate administration 
of the program. The more important of these recommendations are 
summarized on the following pages: 


4. ORGANIZATIONAL RECOMMENDATIONS 


In accordance with the basic plan of organization proposed for the 
agency, the loan-guaranty program is organized as a fully integrated 
operating department under an Assistant Administrator responsible 
for directing and controlling loan-guaranty activities in the field 
as well as at central office. The proposed plan of organization for the 
department is shown on exhibit XXXIV. 
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As is the case with other operating departments, the Assistant Ad- 
ministrator is provided with the ead services required for effective 
operation. Among these are personnel administration, budgeting and 
accounting, and legal activities. With respect to legal activities, the 
proposed plan provides for the transfer of loan-guaranty attorneys 
from the Office of the Solicitor to the Loan Guaranty Department. 

In establishing the present Loan Guaranty Service as a depart- 
ment, the several technical functions of the program concerned with 
acquisition, management, and disposition of defaulted property, which 
are now separate ly organized as the Loan Management, Claims and 
Liquidation, and Property Management Divisions, are consolidated 
into a Loan and Property Management Service in central office to pro- 
vide for closer coordination and direction of these interrelated ac- 
tivities. For the same reason the present Housing, Business, and 
Farm Loan Divisions are consolidated in a loan policy service. 

Finally, an operations manager is added to the central-office or- 
ganization, with responsibility for direction and control of all loan- 
euaranty operations In the field. 

In the interest of economy of operation, ease of coordination, and 
more effective utilization of personnel, administration of field activi- 
ties is consolidated in 12 loan-guaranty centers, as shown in exhibit 
XXXV. However, provision is made for the continued location of 
some employees engaged in appraisal and property-management func- 
tions in regional offices to meet the need for frequent contacts with 
lenders, contractors, and appraisers. 
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Since loan-guaranty centers will be physically located in the facili- 
ties of veterans service centers, as described in chapter III, many of 
the staff services will be prov ided by the veterans service center on a 
service basis. Therefore, the organization of a loan-guaranty center, 
as shown on exhibit XXXVI, “following exhibit XXXV, includes 
only a Legal Division, to w hich are tr ansferred the loan-guaranty 
attorneys now reporting to chief attorneys in regional offices, and an 
Administrative Control Division, responsible for certain record and 
accounting functions peculiar to the loan- -guaranty program, in addi- 
tion to the three operating divisions which correspond to the technical 
services in the central-oflice organization of the department. 


Exuisir XXXVI 
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5. OPERATING RECOMMENDATIONS 


Unlike some other benefit programs, the loan-guaranty operations 
involve a minimum amount of paper work. For the most part, they 
involve business relationships which require mature and experienced 
judgment in the approval of loans, the supervision and servicing of 
eM and the acquisition and management of property in default. 
Consequently, the operating recommendations deal primarily with 
the technical phases of the program and do not provide large cost 
reductions. 

Records of vendee and acquired loan accounts, veterans’ indebted- 
ness, and property accounts are maintained in central office. How- 
ever, field stations maintain memorandum accounts which, in many 
respects, duplicate these central-oflice accounts. To eliminate this 
duplication and place the records where they are most useful, it is 
recommended that these records be decentralized to loan-guaranty 
centers. 

A revised method of controlling entitlement to benefits is recom- 
mended which makes use of pune h cards and mechanical comparisons 
of veterans’ loans, thereby obviating the need for manual record post- 
ing. As a result, the discontinuance of the Readjustment Account 
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Control Division is recommended. This division, located in New York 
City, is now a part of the Control Accounts Service of the Office of the 
Assistant Administrator for Finance. 

It is suggested that property accounts of agency-owned property 
under the loan-guaranty program be established and maintaimed in a 
manner which will reflect the net gain or loss resulting from each 
property transaction. This will provide a better measure of the effec- 
tiveness of the Loan and Property Management. Division than is now 
available. 

Since appraisals play such a basic and important part in the judg- 
ment used in conducting the program operations, it is recommended 
that supervision of fee appraisers and brokers in the field be strength- 
ened to assure Sound and effective performance on their part. 

It is suggested that increased responsibilities for decisions concern- 
ing claims denials, suspension of lenders, the setting of selling prices 
and the approval of sales offers be delegated to the field from central 
office. Under the proposed plan of organization, with the reduced 
number of field locations, this can be accomplished without losing 
control. 

The installation of these recommendations, together with their corol- 
lary proposals presented in detail in volume 1X, will facilitate admin- 
istrative direction and control and will reduce substantially the cost 
of operating the program. 

The business aspects of the loan-guaranty program lend importance 
to the establishment of an integrated departmental operation. The 
establishment of the loan-guaranty program as a department of the 
Veterans Administration comparable to the other principal programs 
will increase its stature with other governmental agencies and with 
important outside commercial groups and organizations whose inter- 
ests and sympathetic understanding of the program’s objectives are 
important to its success. This will not only provide better organiza- 
tional balance within the agency but should also improve the position 
of the key executives in relation to others in similar jobs inside and 
outside the agency. 

Consolidation of responsibility for all loan-guaranty operations 
with the Assistant Administrator will provide him with the necessary 
authority and with the necessary management services to retain and, 
in some instances to improve the quality of service and to reduce the 
cost of operation. 

Savings in operating costs through effective implementation of the 
proposed recommendations are considerable, Establishment of the 
12 Joan-guaranty centers through consolidation of the regional-oflice 
loan-guaranty operations will reduce administrative expenses by an 
estimated $4,000,000 annually. Elimination of the Readjustment 
Account Control Division will further reduce expenses by $500,000, 
making a total estimated reduction in current program costs of $4,509- 
000 each year. 


Although cost reduction is an important factor, improved admin- 
istration of the program resulting from clarification of responsibility 
and authority is of even greater importance in its effect on the quality 
of service to veterans. , 


It is anticipated that the proposed organization plan and philosophy 
of management. will be understood and readily accepted by the execu 
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tives conducting this program. For the most part they are business- 


men who are accustomed to delegation of authority and full acceptance 
of responsibility. 


IX. ‘Tur Consrrucrion Program 


This chapter presents a brief discussion of the nature of the con- 
struction program of the Veterans Administration, the history and 
current status of the program, the present condition of the organiza- 
tion and operations, and recommendations designed to preserve the 


strengths and to make improvements in both organization and 
operations. 


1. THE NATURE OF THE CONSTRUCTION PROGRAM 


The construction program, unlike the other major programs of the 
agency, is not directly involved in providing benefits to veterans. 
It is concerned ins stead with the design, construction, and operation 
of facilities used in the administration of activities which are supply- 
ing veterans with the benefits to which they are entitled by law. 
These facilities include administrative offices, depots, hospitals, and 
homes. 

The programs of construction are of two types: they involve new 
hospital construction or alterations and additions to existing hos- 
pitals; and they involve nonbed sont such as offices, power 
plants, and sewage-disposal plants, or the alteration and betterment 
of such structures. 

The Office of Construction, Supply, and Real Estate, as an inde- 
pendent major unit of organization, was established in its present 
form in 1946. However, the functions it performs have been in ex- 
istence for approximately 28 years and have passed through several 
mii jor reorganizations. 

On January 17, 1924, a plan of organization was adopted by the 
Veterans Bureau which established the first Supply Service. Included 
in this Supply Service were the Construction, Personnel, and Supply 
Divisions and the Office of Chief Clerk. The Construction Division 
was assigned responsibility for design and supervision of hospital 
construction. The Supply Division was made responsible for the 
procurement of supplies and equipment required for the operation of 
hospitals. 

No further change in organization occurred until after Veterans 
Administration was established in 1930. In July 1951 both Supply 
and Construction were set up as separate services within the newly 
created Office of Assistant Administrator for Medical and Domiciliary 
Care, Construction, and Supplies. 

This reporting relationship continued until 1946, at which time the 
present Office of Assistant Administrator for Construction, Supply, 
and Real Estate was established. 


2. THE HISTORY AND CURRENT STATUS OF THE PROGRAM 


Previous to World War I no arrangements had been made for the 
medical care and treatment of the majority of veterans. Medical 
care and treatment was available only to those veterans who were 
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members of the National Home for Disabled Volunteer Soldiers. For 
veterans not living in the homes, no medical and hospital treatment 
was available, even for veterans with service-connected diseases and 
injuries. 

On October 6, 1917, Congress appropriated $12,150,000 with which 
to provide medical, surgical, and hospital services to ex-servicemen. 
The Bureau of War Risk Insurance was assigned responsibility for 
providing these services. Since the Bureau did not have the required 
facilities, working arrangements were made with the United States 
Public Health Service to provide the necessary medical care. How- 
ever, the facilities of this service proved to be inadequate, and much 
clissit isfaction, Was created by the result ing service. 

On March 3, 1919, the Secretary of the Treasury was authorized by 
act of Congress “to provide immediate additional hospital and sana- 
torium facilities for the care of discharged sick and disabled soldiers, 
sailors, marines, and Army and Navy nurses.” At the same time 
Congress appropriated $9,050,000 for the construction of new hospital 
facilities to augment the 40 existing hospitals, which provided only 
8.467 beds. 

In March 1921 the Secretary of the Treasury appointed a committee 
of consultants to advise him regarding additional hospital programs. 
This committee made an examination of all hospital projects and 
recommended a program of additional hospital construction. On 
November 1, 1921, there was established a permanent Federal Board 
of Hospitalization to coordinate all Federal hospital activities and to 
pass on sites and plans for hospital buildings. — 1921 to the 
formation of the Veterans Administration in 1930. ecastruction and 
facility acquisitions brought the totals up to 48 eat als, with 24,688 
beds, and 11 homes, with 8; 680 be ds, 

Just prior to World War II, Veterans Administration, in collabora- 
tion with the Fedevrai Beane of Hospitalization, developed a 7 
he nsive construction program designed to meet the World War I pe ak 
load of veteran hospitalization. This program contemplated an addi- 
tional total of about 100,000 beds. World War II started before the 
program could be undertaken. During the war years, large construc- 
tion was deferred because of the difficulty of obtaining materials, 
despite the fact that returning World War ITI veterans were increasing 
the need and demand for hospital care. Public Law 346, passed in 
dune of 1944, authorized and directed the Administrator and the 
Federal Board of Hospitalization to expedite and complete the con- 
struction of additional hospital facilities for veterans in accordance 
Ww ith the 1941 program. However, with the cooperation of the Bureau 
of the Budget, detailed studies were made = the hospital needs of 
Veterans Administration at this time. As a result of these studies, 
the President approved construction of 55 i06 additional hospital beds 
beyond the current objective of 104,591, thus making a planned total 
of 159,697 beds. This program required the construction of 90 new 
hospitals and 9 major bed additions. 

In January of 1949 the President reported that he had reviewed the 
hospital construction program in the light of post war experience and 
was convinced that to continue the construction of the 90 hospitals 
would result in serious overbuilding in terms of beds needed to meet 
foreseeable requirements. At this time there existed 126 hospitals, 
with 104,683 beds. He therefore authorized the program to be reduced 





128 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


by 16,000 beds. On the basis of this authorization, 24 hospital projects 
were canceled and the planned bed capacity for 14 additional hospitals 
was reduced. It was recommended accordingly that Congress with- 
draw contracting authority amounting to $237,000,000 which had been 
set aside for the proposed construction. 

The net result, after taking into account existing hospitals, the 
16,000-bed curtailment of the original construction program, and hos- 
pitals scheduled for closing, is that Veterans Administration had 
authorization for a total of 131,031 standard hospital beds. It is now 
estimated that upon completion of current programs the Veterans 
Administration will have available 129,000 beds in 174 hospitals, or a 
national ratio of a bed for each 146 veterans. 

Currently there are programs consisting of 87 projects covering 
63 new hospitals, 12 major bed additions, and 12 conversions. Of 
these, 34 hospitals, 8 additions, and 3 conversions have been completed. 
These completed projects have added 15,018 beds. The remaining 42 
projects are in various stages of completion, some in the design stage 
and others under actual construction. When completed, they will 
provide 20,848 additional beds. 

In addition to these hospital projects, other construction projects 
are in process. A new regional office and a consolidated laundry are 
being constructed in Chicago, and an extensive program of major al- 
terations and betterments to existing structures is planned. Of the 
current programs other than those pertaining to hospitals, 400 of 602 
projects have been completed at a cost of $24,690,000, leaving approxi- 
matsiv $25.000,000 of these projects to be completed. 

Thus it is sei: that the dollar volume of construction administered 
by Construction, Suppiv. and Real Estate is substantial. In addition 
to this, equipment and suppfies purchased directly by this Office 
approximate $35,000,000 annually, and contracts let for field use and 
service contracts awarded by central office approximate another 
$68,009.000 each year. Some $25,000,000 of centrally purchased sup- 
plies and equipment are warehoused and distributed through the depet 
system. 

’' This Office had a total of 1,764 employees on June 30, 1951. Its 
1952 budget approximates $10,400,000 for salaries and expenses. 


3. THE ORGANIZATION AND OPERATION OF THE CONSTRUCTION PROGRAM 


Construction, Supply, and Real Estate, as the title indicates, is re- 
sponsible for the design and construction of facilities; the procure- 
ment, storage, issue, and control of supplies and equipment; and the 
acquisition and disposal of real property of the agency. In addition, 
it is responsible for certain related functions such as the maintenance 
of facilities, the operation and maintenance of utilities, safety, fire 
protection, and traffic management. 

These responsibilities involve both staff and operating functions. 
Staff functions include the planning of agency-wide programs for the 
accomplishment of the assigned activities; the formulation of policies 
governing their conduct; the development of standards, rules, regu- 
lations, and procedures for the guidance and control of these opera- 
tions; and the technical inspection of field operations. _ 

Operating functions include design of facilities; supervision of con- 
struction; purchasing of and contracting for supplies and equipment; 
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storage, issue, and control of supplies and equipment; provision of 
maintenance and building operation services and.space allocation in 
central office ; traffic management; and acquisition and disposal of real 


property 

rs ruction operations are technical and embody design activities 
in almost every classification of engineering science. In addition, 
practical knowledge of the use of wood, brick, mortar, and steel is 
required in supervision of actual construction work, 

Responsibility for the programs under direction of the Assistant 
Administrator is currently divided among Real Estate, Construction, 
and Technical Services. As a practical ‘matter, it is difficult to de- 
lineate these functions; consequently, their coordination falls on the 
shoulders of the Assistant Administrator. 

The present design organization is set up on the basis of technical 
specialties, which is necessary to technical administration. Each spe- 
cialty is involved with several different projects at the same time, and 

each project requires considerable technical coordination among the 
snnibaiion: This coordination is supplied mainly through over-all 
administration of the Technical Service. 

Within the Technical Service architectural design of new structures 
is separated from that of additions and betterments to existing build- 
ings. This presents some problems of personnel utilization. Also 
within this Service are functions subordinate to design, such as esti- 
mating and specification writing. These are also performed in nearly 
every section of the Service. To bring together all of the data for any 
one major function with respect to a single project requires a great 
amount of coordinating time and effort. 

The formulation of engineering policies and standards and the plan- 
ning of requirements for needed construction are performed, in the 
main, by the same organization units which conduct the daily design 
and construction work. ‘This means that these functions frequently 
take a secondary place to the pressures of daily schedules. 

The technical operations of Construction are notably satisfactory 
despite the organization problems discussed in prior paragraphs and 
the problems “encountered by Veterans Administration in hospital 
construction which have received publicity far beyond their import- 
ance. 

In reality these latter problems did not result from the manner in 
which design and construction were conducted but from internal rela- 


tionships generated primarily by an outmoded plan of top organ- 
ization. 


4. ORGANIZATION RECOMMENDATIONS 


As indicated earlier in this volume and discussed in detail in volume 
II, the basic plan of organization recommended for the agency pro- 
vides for the establishment of a Purchasing and Supply Depar tment 
and for the transfer of the operating functions of the supply activity 
to the various operating departments. In addition, the plan prov ides 
for transfer of responsibility for maintenance and operation of field 
stations to the various operating departments. C onsequently the rec- 
ommendations summarized below are concerned with the internal 
organization of the real estate, design, construction, safety, and fire 


protection activities for which responsibility remains with the Con- 
struction Department. 
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The proposed plan of organization for this department involves 
three basic changes from the ‘present organization. 

(1) It segregates the functions of planning and policy formulation 
from the operating functions so that these important activities are 
freed from interruption by daily operating pressures. 

(2) It recognizes the essential characteristic of the operations by 
providing for project management of all operating functions. 

(3) It consolidates responsibility for specialized operating activities 
under single direction so that coordination of interrlated operations 


can be facilitated. 
The proposed plan of organization is shown on exhibit XX XVIL. 


All operating functions of the department are consolidated under the 
direction of a construction-operations manager. ‘Through a Chief of 
the Project Management Division he directs the individual design and 
construction projects and coordinates the various technical specialties 
to assure progress according to schedules, from the start of design to 
the completion and acceptance of construction. 

Project engineers of the Project Management Division are respon- 
sible for management of assigned projects from their inception to 
their completion. They provide needed continuity of attention to 
expedite projects and perform the required liaison w ‘ith the 1 requesting 
department initiating the project and with the construction superin- 
tendents in the field. 

Operating responsibilities are assigned to five services. Archi- 
tectural design functions are combined with structural design, land- 
scaping, and interior decorating to form the Building Design Service. 
The Equipment and Utility Design Service performs the functions now 
provided by the Mechanical Division. The Construction Service is 
responsible for negotiation of contracts; supervision of construction 
in the field; and review, check, and approval of contractors’ shop 
drawings. The Engineering Information Service brings together 
services auxiliar y to design and construction which are now per formed 
in several units of the organization. The Real Estate Service remains 
unchanged. 

Staff functions in connection with the technical operations of the 
department are performed by an Engineering Policy and Standards 
Service and a Facility Planning Service. The former establishes poli- 
cies, standards and procedures concerning design of facilities, safety, 
fire protection, and maintenance and operation of real property. The 
latter prepares preliminary plans and estimates of facility require- 
ments to meet the purposes of the operating departments. 

Administrative functions are performed by an Administrative Serv- 
ice, a Budget and Finance Service, and a Purchasing and Supply Divi- 
sion. The Purchasing and Supply Division handles the purchasing 
and storage of construction materials and equipment for new stations. 


OPERATING RECOMMENDATIONS 
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construction of hospitals have received publicity far beyond their im- 
ortance. In reality, those most widely publicized were not problems 
of technical operations but rather problems of internal relationships 
generated primarily by an outmoded plan of top organization which 
does not provide for clear and workable delegation of responsibility 
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and authority. In the recent past there has been material progress in 
the development of improved working relationships. The basic plan 
of organization recommended for the agency resolves the fundamental 
problems and establishes a sound basis for continued improvement in 
this respect 

The oper ations of this de ‘partment are noticeably satisfactory, and 
the recommendations propose to retain and strengthen most practices 
currently employed. 

It is recommended that this department continue to design facilities 
to meet the needs of Veterans Administration and that the use of stand- 
ardized functional design be continued for hospitals and be expanded 
to other types of structures as necessary in order to maintain the speed 
of design and the low costs currently enjoyed. 

The present practice of supe rvising construction and of inspecting 
phased completion of projects should be continued and should be 
extended to include projects designed and constructed under supervi- 
sion of outside agencies as well. 

Volume X presents in detail a schedule which outlines the coordina- 
tion required of the Construction Department and the requesting de- 
partments from the original point of planning through design and con- 
struction stages and including the final acceptance inspection of the 
completed structure. 

The recommendations contained in volume X of this report are 
based on consideration of the nature and scope of the programs, the 
present organization strneture, and methods of operation. They are 
designed to retain the present strengths and to revise organization and 
operations to solve recognized problems. 

The installation of these recommendations, together with their corol- 
lary proposals presented in detail in volume X, will facilitate construe- 
tion operations. 

A substantial amount of coordinating effort will be eliminated both 
with other departments and within the Construction Department. 
Project Management will provide the required coordination at the 
operating level of organization, where it is more effective. Project 
Management also establishes a definite single point of contact and 
liaison between Construction and the departments requesting its 
services. 

The coordination of the daily operating functions involved in design 
and construction will be facilitated by the consolidation of closely 
related functions under single direction. This will not only facilitate 
operations but will also provide for increased specialization of talent 
and better utilization of m: unpower. 

Adequate attention to the important planning and policy functions 
will be made possible by divorcing them from the pressures of daily 
operating schedules. At the same time the flow of work through the 
operations will move without interruption. 

Finally, adherence to the suggested procedures should strengthen 


the internal working rel: ationships between Construction and others 
involved in its projects. 


X. Instrau.atrion Program 


There are important benefits available to Veterans Administration 
through prompt adoption and installation of the recommendations in 
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this report. Delay in installation will postpone savings and other 
benefits dependent upon the recommended policy, organization, and 
operation changes. 

However, translation of the recommendations in this report into 
working realities, which, of course, is the very gist of the installation, is 
a difficult and complicated process. The size “and complexity of Vet- 
erans Administration, as well as the vital public significance of its 
far-reaching programs, will make that goal a task of major propor- 
tions. 

Installation programs for each of the various aspects of the organi- 
zation and operation will need to be synchronized and coordinated 
with a basic plan and schedule of installation for the entire Veterans 
poor rene ation. Furthermore, the installation cannot be effected in 

vacuum but must be accomplished through the present organization 
ad personnel who are already busily engaged in an enormous and 
complicated operation. 

In order to understand more fully some of the problems that will 
arise in the normal course of installation, a number of basic in- 
stallation tasks are indicated herewith. These cannot be ignored or 
slighted, but must be frankly recognized as part of the job, if the 
installation is to succeed and Veterans Administration is to benefit by 
the recommendations now within reach of accomplishment. 

There will be the task of selection, placement, and indoctrination 
of key executives in the proposed plan. This task will range from 
top, service, and divisional levels in central administration to top, 
ce nter ,and divisional levels in the field. 

There will be the task of interpretation to, and realinement of re- 
lations with, numerous governmental and private groups and indi- 
viduals tied in with one or another of the Veterans Administration 
a 

Changes naturally bring about problems of personnel relations. 
yr e, there will be the task of reorientation and training, partic- 
ularly in effectuating decentralization of operating responsibilities 
— authorities long concentrated in the central office. 

. There will be problems of over-all coordination of specific moves 
in various areas to provide for proper flow of work; for mutual under- 
standing of changed relationships, operating practices, and assign- 
ments of responsibility; and for accurate dovetailing of changes in 
content or handling of interdepartmental systems, procedures, and 
reports. 

i. Problems will arise as a result of tendencies to drift away from 
primary objectives or cardinal principles whenever it becomes neces- 
sary to fit recommendations to difficult operating situations. 

There will be the task of classification and grading of new or 
modified positions, and the usual problems in this connection. 

Problems will arise in the revision of manuals and procedures, 
since most of these will require modification in the course of in- 
stallation. 

There will be problems of establishment of new offices and of 
modification or discontinuance of old ones. 

9. Some problems will arise in connection with transfer of people 
and facilities: Space finding and allocation, moving and storage, and 
interim provisions for carrying on work, 
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10. And last, but by no means least, there will be problems of com- 
munication to various sections of the organization as changes, moves, 
and shifts are made. 

Even a casual review of these few tasks and problem areas is suf- 
ficient to make it plain that full benefit of the proposed reorganiza- 
tion of Veterans Administration can be attained only after a carefully 
planned installation has been skillfully executed. 

This, in turn, will require intense and wholehearted teamwork 
throughout Veterans Administration, as well as able and experienced 
direction and coordination throughout the process. 

The basic plan of installation, detailed for each program and service 
in subsequent.volumes, comprises five steps or phases. 

Phase I is devoted to preliminary preparation and will allow for a 
brief transition period between termination of the survey and actual 
inauguration of installation procedures. It should include review 
and discussion of the report with key executives in the various pro- 
gram, service, and staff offices to assure maximum understanding of 
survey results and recommendations; selection and indoctrination of 
an installation staff; and determination of recommendations to be 
included in the program of installation. 

During phase II on installation planning, selections of executives 
to staff the new organization should be made; new or modified posi- 
tions classified; space, facilities, and personnel requirements deter- 
mined; and new or revised methods and procedures developed as 
required. 

Changes in central office organization and operation planned in 
phase II should be effectuated during phase III on central-oflice 
reorganization. 

Phase IV has to do with the field-office reorganization. The field 
installation should be approached through interim plans providing 
for pilot installations in the various operating departments, rather 
than through a plan for immediate and complete field reorganization 
at one time. This approach will allow for necessary transition and 
testing of all recommendations before the reorganization in the field 
is made effective for all stations. 

And, finally, phase V on operation follow-up should review the 
installation to assure completeness and effectiveness, develop any 
changes or modifications which experience indicates are advisable, 
and establish schedules for the general application of patterns of 
organization and operation that have been tried and tested and proved 
effective through pilot installations. 

The installation of recommendations for each program and service 
is phased in detail in the final chapter of each volume of this report. 


CoNCLUSION 


The primary objective of this intensive and exhaustive survey of 
Veterans Administration, summarized in this volume, was the deter- 
mination of the suitability of the present plan of organization and 
operation to the accomplishment of the primary purpose of the 
agency—service to veterans. 

After study of the management problems and operating difficulties 
encountered under the existing plan of organization, and after 
thorough analysis of the mass of factual data gathered during the 
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survey, it has been concluded that the present plan is no longer well 
adapted to effective administration of the programs for which Veterans 
Administration is now responsible. It fails to meet the administrative 
requirements of the agency in three important respects. 

It does not provide clear and direct lines of authority which will 
permit the Administrator to hold any one executive responsible for 
the results of any major substantive program of the agency. The 
admixture of staff and operating functions throughout the organiza- 
tion and the consolidation of field operations of the substantive pro- 
grams under common direction of regional office managers preclude 
the application of this cardinal prine iple of sound organization. 

It does not provide for adequate operating direction of field stations 
through workable spans of supervision which will permit effective use 
of executive personnel. Too great and unnecessarily wide geograph- 
ical dispersion of administrative functions in the field without. estab- 
lishment of points of management intermediate to central office 
necessitates emphasis and reliance on procedures rather than on per- 
sonal management and direction by executives. 

Finally, and in consequence of the foregoing conditions, it results 
in highly centralized direction and control of operations which is 
not compatible with the requirements of effective service to veterans. 

The proposed pli in of organization clearly separates and identifies 
staff and operating responsibilities. It establishes fully integrated 
program departments with direct channels of responsibility for and 
authority over operations in the field. Thus it enables the Adminis- 
trator to hold the executive in charge of each operating department 
fully accountable for the results of the program both with respect to 
administrative cost and with respect to effective service to veterans. 

Through consolidation of administrative operations of each of the 
operating departments, other than medical, into fewer field stations, 
the proposed plan of organization provides for management of field 
operations through dynamic person: al executive contacts rather than 
through procedur: al control. This should substantially improve the 
quality of work throughout the field. This same objective is accom- 
plished in the Department of Medicine and Surgery by establishment 
of administrative medical centers, since field stations operations of 
the medical program, by their very nature, cannot be consolidated. 

Thus the proposed plan of organization establishes a logical and 
suitable structure through which direction and control of operations 
can be decentralized so that operating actions can be taken and deci- 
sions made with greater dispatch at the point where they are required 
to expe “lite service to veterans, 

Throughout the development of the proposed plan of organization, 
the paramount importance of service to veterans has been stressed. 
Since service to veterans is the primary purpose of Veterans Adminis- 
tration, the ultimate objective of any plan of organization for the 
agency is, therefore, the facilitation of effective service to veterans. 
The plan of organiz:ition and operation proposed for the agency in 
this report, through the changes summarized above, will accomplish 
this objective. 

Reductions in administrative costs, although not the primary eb- 
jective of the survey, will result from the adoption of the proposed 
plan of organization. Identifiable reductions are conservatively esti- 
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mated at $25,000,000. Substantial additional economies undoubtedly 
will be realized as the proposed plan is installed and made fully ef- 
fective in its operation. 

The future of benefit and service programs for veterans, and conse- 
quently of Veterans Administration, is, of course, difficult to predict. 
Of added importance therefore is the feature of flexibility which is 
inherent in the proposed plan of organization. New programs can 
be added; existing programs can be modified or discontinued ; work- 
loads can change: geographical needs for service can shift. Any or 
all of these changes in requirements can be met without alteration of 
the basic structure of the proposed organization and with a minimum 
of disturbance to those programs continuing unchanged. 

Thus the proposed plan provides for more effective operation and 
for improved service to veterans not only today but throughout the 
foreseeable future as well. 
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The basic plan of organization of Veterans Administration and the 
manner in which its operations are being conducted are described in 
this volume. The volume also contains recommendations for changes 
in top organization structure and in manner of operation designed 
to facilitate operations, reduce administrative costs, and improve serv- 
ice to veterans. 

The volume is organized in four parts, the first of which presents 
a brief history of the agency and its programs and a discussion of the 
magnitude and scope of present operations to provide a background 
for subsequent discussions. 

In part II, the present top management organization plan and 
methods of operation are described. Recommendations for their 
improvement are presented in part III. A plan for the installation of 
the recommendations is outlined in the fourth and final part of the 
volume. 

Veterans Administration, an administrative agency of the executive 
branch of the Government, was established in 1930 to administer vet- 
erans’ affairs. At that time it was responsible for: medical, hospital, 
and domiciliary care of veterans; administration of disability com- 
pensation and allowances; operation of the United States Government 
life insurance business; administration of veterans’ bonus (adjusted- 
service compensation) ; payments of emergency officers’ retirement ; 
administration of Army and Navy pensions; payments to retired civil- 
ian employees; and administration of funds for the State soldiers’ 
bonus. 

During the intervening years new military actions have increased 
the living veteran population to approximately 19,000,000. New 
laws have provided new benefits and services to veterans and have 
modified or expanded those existing in 1930. Veterans Administra- 
tion has grown apace, in responsibility, size, and organization. 

At present it operates the Nation’s most extensive medical service 
under single management, having provided hospital care in its 153 
hospitals for more than 500,000 veterans during the fiscal year 1951. 

It conducts a life-insurance business almost twice as large as the 
comparable business of any private insurance company, with more 
than 7,500,000 policies in effect, representing a face value of over 
$51,000,000,000. 

It administers compensation, pension, and miscellaneous benefits 
which total over $2,000,000,000 annually. 

In providing these major benefits and services and others supple- 
mentary to them, Veterans Administration employed a total of 182,812 
in 610 field stations and central office at June 30, 1951. 

The official plan of organization through which this work force 
is directed ee benefits and services are administered is shown as 
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exhibit VII. The top management or ganization consists of the Ad- 
ministrator and Deputy Administ rator, 5 staff services, and 12 pro- 
gram or service offices. The plan of organization provides for direct 

operating control of all field stations by the Deputy Administrator. 

It also provides for functional supervision and coordiation of counter- 
part field activities by central office staff departments reporting to the 
Administrator and Deputy Administrator. In addition, a special 
channel for over-all operational supervision of hospitals and domicil- 

iary activies is provided the chief medical director. 

The survey has made apparent the need for fundamental changes 
in both organization structure and methods of operation. 

In actual practice, central office executives generally have extended 
their staff, functional, or technical responsibilities to the point where 
they are exercising direct authority and control over their counterpart 
organizations in the field. This ‘is accomplished through establish- 
ment by central office to field organization structures, personnel ceil- 
ings and staffing patterns, budget limitations, and mandatory pro- 

cedures: through selection and appointment by central office of divi- 
sion and service chiefs in field stations; and through continuous in- 
spection of field activities and individual transactions. 

The present operations of Veterans Administration do not lend 
themselves to such highly centralized direction. Strong and well- 
defined lines of responsibility for operations, through which authority 
can be delegated, need to be established. Staff operations need to be 
clearly segregated so that more attention will be devoted to planning. 
Definite leadership needs to be established for each major program so 
that accountability for results can be clearly determined. Flexibility 
in the establishment of field activities is.required to reduce impossible 
spans of supervision and to minimize administrative costs. These are 
the essential problems of Veterans Administration. 

The present plan of organization is outmoded. The ogganization is 
encumbering, not facilitating, the work of Veterans Administration ; 
it is increasing rather than reducing the costs of operation; it is 
crystallizing rather than adapting itself to changing conditions; it 
sponsors confusion between operating and staff functions; it provides 
for unrealistic spans of supervision; it tends to reduce the power of 
decision and hence to discourage initiative in the field; it creates a 
barrier rather than a bridge between central office and field stations; 
and, finally, it makes little differentiation between the required geo- 
graphical dispersion of service functions requiring close contacts with 
veterans and the desirable consolidation of field offices for administr: 
tive purposes where there is no need for extended geographic coverage. 

The appraisals of the present organization and operating situation 
summarized above should not be construed as a reflection on the indi- 
vidual top executives of Veterans Administration nor on the large 
body of loyal empioyees. Executives, supervisors, and workers con- 
tacted during the survey were devoted to their work and were doing an 
excellent job. within the framework of an organization plan that is no 
longer suitable to the enormous and varied requirements of the 
agency. 

Neither should the appraisals be interpreted as indicating that 
veterans are not receiving good service. The appraisals are intended 
to point out the diffic ulties under which effective service to veterans 
has been accomplished. Despite some single instances, which of course 
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always loom large to the individual affected, veterans in the main have 
received those benefits to which they are entitled with a minimum of 
delay and with impartial uniformity. This is particularly noteworthy 
when the large volume of work, the variety of programs and the com- 
plexity of the laws and regulations are considered. 

That there have been situations giving cause for dissatisfaction 
cannot be denied. There have been delays in individual cases. Cer- 
tain offices have not operated as well as others. These conditions are 
to be expected, however, in an operation as large as Veterans Adminis- 
tration. In no single program, however, has Veterans Administra- 
tion been guilty of basic dereliction of its duty and responsibility to 
the veteran under the terms of the laws it administers. Throughout 
the agency there is a sincere interest in the veteran and his problems, 
and a desire upon the part of responsible officials to improve service 
to veterans. 

Considering the size of the operations, the diverse nature of the 
benefits and services administered, the geographical spread of the 
operations, and the many outside pressures b rought to bear by groups 
with diverse interests, Veterans Administration is performing an 
excellent job. 

The recommended plan of organization, shown on exhibit VIII, 
following page 99, is a program line type of organization which pro- 
vides an effective basis for accountability, direction, coordination, and 
control as well as for the decentralization of management. Under 
this plan the principal substantive programs, providing benefits or 
services to veterans, each under a responsible assistant administrator, 
are established as operating departments. Each assistant adminis- 
trator, in charge of an operating department, has complete responsi- 
bility for administration of the laws governing the assigned program 
and is given commensurate authority within ‘the broad policies and 
programs of the administrator to carry out these responsibilities. 

Each operating department is provided with a completely inte- 
grated organization including all of the auxiliary services, such as 
finance, personnel, supply, and office administration, required by the 
program. The plan also establishes direct lines of operating author- 
ity over program activities in the field. To facilitate delegation of 
operating responsibility, field activities are reorganized into program 
centers so that each program has its own set of field stations. Opera- 
tions now performed at central office are transferred to field stations 
to segregate clearly staff and operating responsibilities. Widely dis- 
persed administrative functions in the field are centralized in fewer 
field stations to reduce the span of control to the point where it can 
be exercised effectively through personal direction by responsible 
executives. 

The plan of organization also provides the administrator with staff 
departments and services representing each nonope ‘ating function 
required by Veterans Administration. Present operating responsi- 
bilities of these dep: irtments and services are transferred to operating 
departments. so that the entire attention of the personnel of these 
staff activities may be devoted to assisting the administrator in policy 
formulation, planning of ageney-wide functional programs, advice 
and assistance to operating executives of the program departments, 
and appraisal of the over-all results of operations. 
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It is this type of organization that best fits the requirements of 
Veterans Administration. It recognizes the inherent independence 
of the various programs which have few operating interrelationships. 
It establishes these programs as integrated operations so that each 
may take advantage of the organization structure, field station loca- 
tion, and methods of operation and administration best suited to its 
purposes. It establishes strong, direct, and clearly identified lines 
of authority under which each executive can be held completely ac- 
countable for restilts in his assigned area of operation. It divorces 
operating responsibilities from staff functions. It recognizes the need 
for geographical decentralization of operations and provides for de- 
centralization of authority in line with this need and for its orderly 
delegation through well-established organization channels so that 
operating decisions may be made at the point where action is required. 
It simplities the levels of supplementary organization and brings the 
span of control into a reasonable range for effective accomplishment. 
It provides for much needed leadership. Finally, it is a flexible plan 
which can be modified easily and without change in basic structures as 
programs are changed and modified and as workload varies in volume 
or shifts in geographical location. 

The recommended plan of organization establishes five operating 
departments to administer the substantive benefits and services of the 
five individual programs of Veterans Administration. These are the 
medical program, the insurance program, the vocational rehabilita- 
tion and educational program, the loan-guaranty program, and the 
claims programs. Although not a substantive program, the highly 
important contact service which is required throughout the country 
has been established as an operating department. The seventh operat- 
ing department provided for is that of construction, which at times 
conducts major operations in the field. Assistant administrators in 
charge of these departments and the Chief Medical Director report 
to the Deputy Administrator, and through him to the Administrator, 
and may be held completely responsible by these executives for results 
of the respective programs. Staff departments are provided for each 
major service function of the agency. These are Budget and Finance, 
Legal, Purchasing and Supply, Personnel, Administrative Services, 
and Legislation. The latter three departments are in charge of assist- 
ant administrators. The first three are directed by a controller, a 
general counsel, and a chief purchasing agent respectively. All of 
these executives report to the Deputy Administrator. 

Other units of organization included in the plan are Investigation 
Service, Information Service, and the Board of Veterans Appeals. 
Directors of the services and the Chairman of the Board report to 
the Deputy Administrator. 

As indicated, the proposed plan of organization contemplates a 
direct line relationship of direction and control between program 
departments in central office and program operations in the field on 
both the technical and the administrative aspects of the work. 

The wide dispersion of locations for the administration of the sev- 
eral programs presents an almost impossible coordination and control 
condition for adequate management by each program department. 

Analysis of the operations in the field discloses several significant 
facts affecting their location and relationships. First, the nature of 
the substantive activities of the programs requires little if any com- 
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mon administration. Second, the need of veterans for personal con- 
tact with most program functions is nonexistent. And, finally, the 
needs of the programs in terms of outside relations, transportation, 
communications, and size of office for most effective administration 
differ substantially between programs. 

The conclusions drawn from this analysis are presented in the fol- 
lowing three recommendations: 

(1) Eliminate the common administration provided to the pro- 
grams by the regional offices, district offices, and centers, and provide 
each program with the administrative management and services re- 
quired to conduct its operations effectively. 

(2) Recognize the minimal needs of veterans for personal service, 
and in each program disperse geographically only those functions 
necessary to meet veterans’ needs for service. 

(3) Reduce the number of locations in each program at which opera- 
tions are administered, and locate administrative centers in accordance 
with the specific criteria which represent the needs of individual pro- 
gram departments. 

The advantages to be gained from acceptance of these proposals are 
substantial. The fewer number of administrative centers for each 
program will provide a manageable load for effective direction and 
control by the program departments in central office. The increase 
in size of administrative centers over present dispersed offices will 
permit better utilization of personnel and integration of operations 
and will require fewer numbers of both clerical and executive per- 
sonnel. Uniformity of action within a program will be facilitated 
by reason of having fewer offices to coordinate. Considerable cost 
savings should be achieved through this consolidation. And, at the 
same time, full and adequate service to veterans will be retained. 

To obtain these advantages the recommended plan includes the 
following field structure: 

(1) The Insurance Department will operate insurance centers at 
which no other substantive programs will be conducted. These cen- 
ters, however, will have all of the staff services required, and these 
will be under direction within the Insurance Department. 

(2) The Department of Medicine and Surgery will operate hospi- 
tals and out-patient clinics. While these latter will, in most cases, 
continue to be located in facilities of regional offices, they will no 
longer be a part of the regional office operation but will be tenants of 
the regional office. They will be directed and administered by the 
Department of Medicine and Surgery. Like Insurance, this Depart- 
ment will direct and control staff service activities required in connec- 
tion with hospital and clinic operation. 

(3) The field structure of the Claims Department is similar to that 
of Insurance in that it is recommended that all claims activities be 
withdrawn from regional offices and centralized in a small number of 
claims centers located in physical facilities separated from those of 
regional offices. As in the case of Insurance, staff service activities 
required in connection with claims center activities would be under 
direction and control of the Claims Department. 

(4) The field administrative operations of the Vocational Rehabili- 
tation and Education Department and of the Loan Guaranty Depart- 
ment will be withdrawn from regional offices and centralized in fewer 
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vocational rehabilitation and education centers and loan guaranty 
centers with managers reporting directly to the respective operating 
departments at central office. These centers, however, will be physi- 
cally located in selected regional offices and will receive staff services 
required from the regional office on a service basis. 

(5) Regional offices providing staff services to vocational rehabili- 
tation and education centers or to loan guaranty centers will be estab- 
lished as veterans service centers. Managers of these centers will 
report to Veterans Service Department executives at central office 
and will be responsible for conduct of veterans’ service activities in the 
center and for administration of veterans’ service activities through- 
out an assigned territory through direction of managers of regional 
offices in the territory. 

(6) Regional offices are retained to provide needed veterans’ service 
activities at widely dispersed locations. Regional office managers 
will report to veterans service center managers and will be responsible 
for conducting the services of the Veterans Service Department and 
for providing residency services to technical employees of other pro- 
grams located in the office. 

This recommended approach to the realignment of the field organi- 
zation structure is one which provides the most. effective program 
administration of operations, at the lowest administrative cost, and 
vet provides continuing complete service to veterans. The essence 
of this approach is the delegation of authority and responsibility to 
the points where action is required. 

Improvement in morale, in operating effectiveness, and in service 
to veterans will result from this changed concept of organization and 
management. Taken together the recommendations contained in this 
volume provide a tremendously powerful means for improving service 
to veterans at least cost. 

These recommendations involve far-reaching and fundamental 
changes in both organization structure and method of operation. 
These changes will not be easily effected. They present problems of 
human and personnel relations. They involve problems of physical 
facilities and procedures. Development of an adequate understanding 
of them will require much educational effort, both within and outside 
of Veterans Administration. 

By a firm and purposeful accomplishment of this program, Veterans 
Administration can attain an administrative achievement rarely 
equaled in our governmental affairs. 


Part I. History anp BACKGROUND OF VETERANS ADMINISTRATION 
I. HISTORY OF VETERANS ADMINISTRATION 


A brief review of the history of Veterans Administration and the 
scope of its present operations will provide a background for under- 
standing and appreciation of this agency’s programs and activities. 
This chapter therefore outlines a number of salient facts in the history 
of Veterans Administration, tracing its development from the begin- 
ning of several separate and independent agencies, through their con- 
solidation into Veterans Administration in 1930, to the present day. 
The following chapter will treat briefly of the scope of present opera- 
tions and point up the significance of these operations and trends as 
related to the future. 
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Veterans Administration is an administrative agency of the execu- 
tive branch of the Government. It was authorized by act of Congress 
in 1930 and established by Executive order in July of that year. This 
order brought together for the first time the various agencies of the 
Federal Government administering veteran benefits. Consolidated 
into the newly formed Veterans Administration were the United States 
Veterans Bureau. the Bureau of Pensions, and the National Home for 
Disabled Volunteer Soldiers. 


1. The United States Veterans Bureau 


The United States Veterans Bureau was established in 1921 to 
administer existing insurance, medical care, and compensation bene- 
fits to veterans which were formerly administered by the Bureau of 
War Risk Insurance, and the vocational training program previously 
administered under the Federal Board for Vocational Education. The 
Veterans Bureau was granted four basic powers: to examine, rate, and 
award compensation claims; to grant medical, surgical, dental, and 
hospital care, convalescent care and necessary and rea sonable care 
thereafter; to provide vocational training; and to review and make 
adjustments where warranted in case of appeal. 

The Bureau of War Risk Insurance had been established in 1914 as 
a unit of the Treasury Department to insure American vessels and 
their cargoes against loss during the war. 

In 1917, insurance was extended to officers and crews of the merchant 
vessels and provision was made for the payment of allotments to 
families of members of the Armed Forces; payment of compensation 
for death or disability while in the services; medical and surgical treat- 
ment of disabled in-service personnel; and issuance of insurance poli- 
cies against death and disability to service personnel. 

At that time responsibility for the medical aspects of the program 
was divided between the Bureau of War Risk Insurance and the Pub- 
lic Health Service. The Bureau was held responsible for determin- 
ing eligibility of veterans for treatment, the reference for treatment 
and the payment of related bills, whereas the Public Health Service 
was held responsible for treatment of patients, as referred by the 
Bureau, including the provision of prosthetic appliances. Shortly 
before the establishment of the United States Veterans Bureau. this 
division of responsibility was resolved and the Bureau of War Risk 
Insurance absorbed the 14 district offices of the Public Health Service 
and the hospital and dispensary facilities relating to the treatment 
and medical care of veterans. 

The Federal Board for Vocational Edueation was created in 1917 
to study the problems of vocational education and to supervise related 
vocational work in States aided by Federal grants. 

Vocational rehabilitation of veterans was established by the Vo- 
cational Rehabilitation Act of June 27, 1918. This act prov ided that 
discharged veterans unable to carry on a gainful occupation should 
be furnished some vocational rehabilitation. All veterans who were 
entitled to compensation under the War Risk Insurance Act were 
eligible for this vocational training. 

In 1925 the United States Veterans Bureau was reorganized inio 
seven Services: Medical, Rehabilitation, Claims and Insurance. Fi- 
nance, Supply, Planning and Control. These Services were admin- 
istered through 14 district offices and 73 suboffices. The War Vet- 
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erans Act of 1929 authorized a change in the field organization 
through the discontinuance of these field offices and the establishment 
of 100 regional offices. 

The 14 district offices were decentralized to 54 regional offices. 
Suboffices were consolidated into the new regional offices, each with a 
manager fully responsible for operations of the office. This organiza- 
tion and the functions it was performing were absorbed by Veterans 
Administration upon its formation in 1930. 


The Bureau of Pensions 


The Pension Office which was established in 1833 to administer 
pensions for those who had served in the Armed Forces became the 
Bureau of Pensions in the Department of Interior when the De- 
partment was created on March 3, 1849. The Bureau was assigned 
full responsibility for the administration of such pension work as had 
previously been under the administration of the Secretaries of War 
and Navy. 

On May 22, 1920, a retirement plan for civilian employees of the 
United States was established and the Commissioner of Pensions was 
assigned responsibility for the administration of the system and the 
payment of the resulting pensions. 

Thus, the Bureau of Pensions was responsible for the administra- 
tion of two types of pensions—one military and the other civil. 
These responsibilities were transferred to Veterans Administration 
upon its formation in 1930. 


3. The National Home for Disabled V olunteer Soldiers 


On March 21, 1866, the National Asylum for Disabled Volunteer 
Soldiers was incorporated. The name was changed to National 
Home for Disabled Volunteer Soldiers by act of Congress on Janu- 
ary 23, 1873. 

Admissions were limited originally to totally disabled officers and 
men of the volunteer forces of the United States. In 1933, require- 
ments for admission were revised to permit admission of veterans with 
at least 90 days’ active service who were permanently disabled or so 
incapacitated that they could not earn a living and who had no visible 
means of support. 

In addition to providing domiciliary care for veterans, many 
homes having medical facilities provided medical treatment for vet- 
erans who were not residents. The arrangement for this hospitaliza- 
tion was handled through the Bureau of War Risk Insurance, which 
reimbursed the homes for the services thus provided. 

As pr eviously stated, all of the foregoing activities pertaining to 
veterans’ benefits were brought together under one agency with the 
establishment of Veterans Administration in 1930. 

Asa result of this consolidation, Veterans Administration was made 
responsible for: medical, hospital, and domiciliary care for veterans; 
administration of disability compensation and allowances; operation 
of the United States Gov ernment life-insur ance business; administra- 
tion of the veterans’ bonus (adjusted-service compensation) ; ; pay- 
iments of emergency officers’ retirement; administration of Army and 
Navy pensions; payments to retired civilian employees; and adminis- 
tration of funds for State soldiers’ bonus. 

The Veterans Administration was organized to carry out its as- 
signed responsibilities as shown in exhibit I. 
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Reporting to the Administrator were five executives: The Solicitor; 
the Assistant Administrator for Medical and Domiciliary Care, Con- 
struction and Supply; the Assistant eee for Pensions and 
Compensation: the Assistant Administrator for Finance and In- 
surance; and the Executive Assistant. 

During the first 10 years of operation, from 1930 up to the time of 
World War II, there was little change in veterans’ benefits and serv- 
ices or in the organization and operation of Veterans Administration. 
The only new activity of significance during this period was the ae 
ment of World War I adjusted service certificates authorized on Janu- 
ary 27, 1936. by Public Law 524. This was known as the bonus bill. 
Under this bill, payments of bonds and cash approximating $3,450,- 
000,000 was made to some 3,500,000 World War I veterans. 

Four major laws which greatly increased the activity of Veterans 
Administration were enacted during the World War II period, 1940 
through 1946. These were the Se slective Training and Service Act; 
the National Service Life Insurance Act; Public Law 16, which per- 
tained to the rehabilitation of disabled veterans; and the Service- 
men’s Readjustment Act. 

Under the Selective Training and Service Act, Public Law 783, 
enacted on September 16, 1940, inductees were given the same rights 
and benefits venta to Regular military personnel during time of 
peace, including base pay, allowances, pensions, and disability and 
death compensation. Certain reemployment rights, later incorpo- 
rated in Public Law 96, also were included in this act. This law in- 
creased the volume of work of Veterans Administration but did not 
necessitate changes in organization. 

Public Law 801, the National Service Life Insurance Act, enacted 
on October 8, 1940, authorized the issue of a new type of insurance, 
national service life insurance, to certain personnel on active duty 
with the land or naval forces. Responsibility for providing this new 
insurance was placed with the Assistant Administrator for Finance 
and Insurance. 

On March 24, 1943, Public Law 16 was enacted to provide for re- 
habilitation of disabled veterans of World War II. The act pro- 
vided the necessary authority for the Administrator of Veterans 
Affairs to prescribe suitable training, to employ personnel. snd to 
utilize Veterans Administration facilities and any other facilities 
necessary to accomplish the purposes of the sect. Responsibility 
for administration of this program was delegated to the Assistant Ad- 
ministrator for Pensions and Com»ensation. 

The Servicemen’s Readjnstinent Act, popularly known as the GI 
bill of rights, was enscied as Public Law 346 on June 22, 1944. The 
law included provisions relating to hospitalization claims and pro- 
cedures; education of veterans; loans for purchase or construction of 
homes, farms, and business property; employment rights of veterans; 
and unemployment benefits. 

Administration of the educational provisions of the act was com- 
bined with administration of the rehabilitation program under the 
Assistant Administrator for Pensions and Compensation. Respon- 
sibility for administration of unemployment benefits likewise was 
delegated to the Assistant Administrator for Pensions and Compen- 
sation. The Assistant Administrator for Finance and Insurance 
assumed responsibility for administration of the loan program. 
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Thus, while the activities of Veterans Administration were in- 
creased, the organization structure remained essentially unchanged 
until late in 1945. At that time r apid demobilization added approxi- 
mately 13,000,000 men and women to the veteran population. Appli- 
cations for benefits increased to such an extent that organizational 
changes were necessary in order to cope with the backlog of work and 
the increased demand for assistance and information. 

During the latter part of 1945 and 1946, significant organizational 
changes were effected. Activities were broken down into ; smaller ad- 
ministrative units, and operations were geographically decentralized 
to a much greater extent than heretofore. Thirteen branch adminis- 
trative offices were established in the field to provide closer supervision 
of decentralized operations and to facilitate operating decisions re- 
quired to provide satisfactory service to the veterans. 

Each of the branch offices was placed under the direction of 
Deputy Administrator who had full responsibility for all operations 
in this area. Managers of all operating stations within the area, in- 
cluding hospitals and domiciliaries, were made responsible to the 
branch-office Deputy Administrator. In practice, each branch office 
became a miniature Veterans Administration. 

Personal-contact service was widely expanded to handle the greatly 
increased volume of applications and requests for information ‘and to 
provide assistance to veterans nearer to their homes. Contact offices 
were established in many communities as suboftices of existing regional 
offices. At the peak of activity in February 1947, there were 1,048 of 
these offices. 

The organization of central office and branch activities which was 
adopted in 1946 is shown on exhibit II. An Executive Assistant 
Administrator, with direct authority over all operations, was ap- 
pointed to relieve the Administrator of many of the day-to-day ad- 
ministrative decisions required by the increased activity. This office 
replaced the former Office of the Executive Assistant to the Adminis- 
trator, which had operated strictly in a staff capacity. Staff assistance 
in internal administration was provided by the Office of Coordination 


and Planning and in handling of external contacts by the Office of 
Public Relations. 





152 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


Exugrsir II 
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Other staff offices newly created at this time were the Assistant 
Administrator for Personnel, with responsibility for personnel ad- 
ministration; the Assistant Administrator for Legislation, with re- 
sponsibility for liaison with Congress; and the Board of Veterans 
Appeals, created to review and render final decisions on all claims 
and applications for benefits not settled in the field to the satisfaction 
of the veteran. 

To provide further concentration of effort on specialized areas of 
administration, the responsibilities of the Assistant Administrator 
for Medical and Domiciliary Care, Construction, and Supply were di- 
vided three ways. Responsibility for medical and domiciliary care 
was assigned to the new Office of Surgeon General. A director of 
Special Services was appointed to administer the chaplaincy, library, 
and recreational programs in hospitals and domiciliaries, to organize 
and maintain relations with volunteers assisting in such programs, and 
to provide canteen service. Responsibility for the design and con- 
struction of facilities and for the purchase, storage, and control of 
supplies was assumed by an Assistant Administrator for Construction 
and Supply. 

The other two major services existing up to this time were likewise 
divided to provide greater specialization. The former responsibilities 
of the Assistant Administrator for Finance and Insurance were as- 
signed to two offices with the appointment of an Assistance Adminis- 
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trator for Finance and an Assistant Administrator for Insurance. 
The Assistant Administrator for Pensions and Compensation be- 
came the Assistant Administrator for Claims, and the responsibility 
for administration of vocational training and educational programs 
was transferred to a newly created Office of Assistant Administra- 
tor for Vocational Rehabilitation and Education. 

Finally, an Assistant Administrator for Contact and Administra- 
tive Services was appointed with the twofold responsibility for pro- 
viding internal office services common to all departments and external 
information service to veterans. 

Under this form of organization, central office was responsible for 
the formulation of policies, plans, and programs, and branch offices 
were responsible for their execution. Operating authority in each 
technical phase of the operation was delegated through the Executive 
Assistant Administrator to the branch-office Deputy Administrator. 

Branch-office organization paralleled that of central office just de- 
scribed except for the staff functions of congressional liaison (legisla- 
tion), public relations, and coordination and planning, and the Board 
of Veterans Appeals. 

From the peak activity in February 1947, the volume of work de- 
creased as discharged from the armed services diminished. In Feb- 
ruary 1949, it was decided that the intermediate level of supervision 
provided by the branch offices was, in most cases, no longer necessary 
and was, in fact, in some instances impeding operations. Conse- 
quently, these offices were discontinued, and the responsibility for field 
station operation was transferred to the Deputy Administrator in 
central office with commensurate responsibility for technical and fune- 
tional supervision being delegated to the respective assistant 
administrators. 

Branch-office insurance operations and those of dependents’ and 
beneficiaries’ claims were retained, however, as district officers. Other 
employees of branch offices were absorbed in central office or in the 
regional offices. 

With respect to three activities of Veterans Administration, branch 
offices were supplanted by new units of organization. The chief med- 
ical director organized six area medical oflices to provide counsel and 
assistance to hospital management and professional supervision of 
medical activities which could not be provided effectively from central 
office. These oflices had no direct operating responsibility and acted 
only as staff of the chief medical director. 

The Assistant Administrator for Special Services established five 
similar field staff offices to provide functional supervision over special 
service activities in hospitals and domiciliaries. A third group of 
five staff offices was established by the Assistant Administrator for 
Construction, Supply, and Real Estate to provide advisory service 
im connection with the greatly expanded hospital-construction pro- 
gram. These offices were later discontinued as the volume of con- 
struction work decreased. 

It is apparent from the above that Veterans Administration has de- 
veloped considerably in responsibility, size, and organization since 
its establishment in 1930. ‘The extent of this development in terms of 
present operations and the significance of trends as related to the fi 
ture are outlined in the following chapter. 
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II. SCOPE OF PRESENT OPERATIONS 


Veterans Administration today is big business. Its annual budget 
of more than $5,000,000,000 is the largest independent-agency budget 
in the United States Government. 

It operates the Nation’s most extensive medical service under single 
management. Approximately 110,000 beds are available in its hos- 
pitals. These represent 814 percent of the total hospital beds avail- 
able in the United States. It provided hospital care for more than 
500,000 veterans in fiscal year 1951. More than 3,000,000 patient- 
visits for medical care were oe in the 137 out-patient clinics 
which it conducted at October 1, 1951. Domiciliary care was pro- 
vided to almost 19,000 veterans i 17 homes under Veterans Admin- 
istration management. 

It conducts a life-insurance business almost twice as large in volume 
as the comparable business of any private insurance company, with 
more than 7,500,000 policies in effect, representing a face value of 
over $51,000,000,000, 

Compensation and pension payments totaling over $2,000,000,000 
are made annually to over 2,000,000 living veterans and over 1,000,000 
dependents of deceased veterans. Under the guardianship program, 
there were over 300,000 wards whose estates audited in 1951 were 
valued at over $300,000,000, 

Under the loan-guaranty program, established in 1944, almost 
3,000,000 loans have been approved with guaranteed and insured 
amounts totaling almost $9,000,000,000. 

Over 8,000,000 veterans have participated in the vocational-rehabili- 
tation and educational program. 

It was estimated that there were almost 19,000,000 living civilian 
veterans at June 30, 1951, most of whom were, or would be at some 
time, recipients of Veterans Administration services in some form or 
other. More than 15,000,000 of these were World War II veterans. 
The trend of veteran population from 1940 to date is shown on ex- 
hibit III. This exhibit also shows a projection of veteran population 
based on experience with veterans of previous wars and not con- 
sidering future additions which may occur. 

In addition to the central office, Veterans Administration last year 
was operating 610 field stations. One or more of these were located 
in each State and in Alaska, Hawaii, Puerto Rico, and the Philip- 
pines. Exhibit IV, which follows exhibit III, shows the locations 
of the major field stations at June 30, 1951, and the tabulation shown 
compares the number and type of stations operated at June 30, 1951, 
with those operated at February 1, 1947. 
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Exursit III 


VETERANS ADMINISTRATION 
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TREND OF VETERAN POPULATION 
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At June 30, 1951, Veterans Administration employed a total of 
182,812 in the 610 field stations and central office, with 13,724 being in 
the latter office. Exhibit V shows the downw ard trend of employ- 
ment since the peak of 226,131 reached in 1947. 


Exuipit VY 


VETERANS ADMINISTRATION 
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The total cost of Veterans Administration programs and operations 
in fiscal year 1951 was $5,295,706,715, of which $268,186,002 was admin- 
istrative expense. The relationship ‘of administrative expense to total 
expenditures since 1932 is shown on exhibit VI. Total expenditures 
have decreased substantially since the peak expenditure of $7,470,- 
599,706 in 1947. The ratio of administrative cost to total has increased 
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from a low of about 21% percent in 1945 to slightly more than 5 percent 
in 1951. This compares with the maximum of 5.8 percent in 1947. 


Exuisit VI 
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Veterans Administration is big business today; there is every indi- 
cation that it will become even bigger in the future. For each new 
war, benefits have been more liberal than for the preceding war, and 
there is nothing to indicate that this trend will be reversed. New 
provisions following new wars have generally resulted in liberaliza- 
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tion of benefits previously granted. Thus, it appears that benefit 
payments and costs will continue to increase. 

_ At the end of World War II, it was thought that if there were no 
intervening wars the last living veteran would survive until the year 
2030 (exhibit IIL). Yet, insofar as dependents would survive the last 
veteran, the programs in some form or other could be expected to 
continue for more than a hundred years. 

Hostilities in Korea have completely altered this picture. Under 
present recruitment and draft laws, there is a continuous influx of new 
veterans. This influx exceeds the demise of older veterans, with the 
result that the veteran population instead of gradually decreasing is 
gradually increasing. 

The proposed compulsory military-training law further clouds the 
future. Under this law almost every able-bodied male can expect to 
wear a uniform during some period of his life. 

Thus, it can be said that so far there is no definite end in sight for 
the last of veterans’ benefits. 

The costs of these benefits are increasing as veterans grow older. 
Experience has shown that the cost of veterans’ benefits for Civil War 
veterans amounted to twice the cost of the war. For the Spanish- 
American War the cost is already six times that of the war. For World 
War I the cost of veterans’ benefits has already more than equaled the 
cost of the war. 

The initial direct cost of World War II is reported to have been 
351 billion dollars. In the few years since the war, benefits to veterans 
have approximated 10 percent of this amount. If past experience is 
to be repeated, the final cost of veterans’ benefits for World War II 
could be close to a trillion dollars. 

The veteran population is increasing day by day instead of decreas- 
ing. Costs of veterans’ benefits are increasing rapidly. New laws 
extending veterans’ benefits are being considered. As a result, Vet- 
erans Administration faces a future which, although not too clearly 
defined, appears to be one involving growth and expansion rather than 
contraction. 

The manner in which the Veterans Administration is now organized 
to meet present and future needs is discussed in part IT. 


Part Il. Present PLAN or Tor OrGANIZATION AND OPERATIONS 
I. PRESENT PLAN OF ORGANIZATION 


The basic organization plan of Veterans Administration provides 
for direct operating control of all field stations by the Deputy Admin- 
istrator. It also provides for functional supervision and coordination 
of counterpart field activities by central office staff departments re- 
porting to the Administrator. In addition, a special channel for 
over-all operational supervision of hospital and domiciliary activities 
is provided the Chief Medical Director. 

All major plans, policies, and mandatory procedures are established 
through the direct line of administrative authority and responsibility 
from the Administrator to the field stations. Information of a tech- 
nical nature for each program follows functional channels between 
specialized staff departments in central office and their counterparts 
in the field. Over-all operational data pertaining to hospitals and 
domiciliaries, whether they contain medical or nonmedical considera- 
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tions, are transmitted directly between the Chief Medical Director 
and the hospital and domiciliary managers. All channels provide for 
the transmission of information in both directions. 

The official plan of bagic organization shown on exhibit VII, con- 
sists of the Administrator and Deputy Administrator, 5 staff serv- 
ices, 12 program or service offices, and 5 principal types of field 


stations. 

The Administrator and Deputy Administrator together with their 
immediate staff operate as a single unit in directing and coordinating 
all activities of the agency. The five staff services, consisting of 
Budget, Information, Coordination, Inspection and Investigation, 
and Foreign Relations, perform the specialized services indicated by 
their titles. These do not directly involve the provision of veterans’ 
benefits. ‘The 12 program and service offices, including the Board of 
Veterans Appeals, the Office of the Solicitor, and Legislation, are 
concerned primarily with the development and execution of agency- 
wide programs for the provision of particular benefits to veterans 
or the furnishing of particular services relating to such benefits. The 
five types of field stations—district offices, regional offices, centers, 
hospitals, and domiciliaries—actually provide benefits to beneficiaries. 

The functions and responsibilities assigned each basic element of 
the organization, shown on exhibit VII, are discussed in the following 
sections of this chapter. 

1. Administrator and Deputy Administrator 

The immediate Office of the Administrator and Deputy Admin- 
istrator consists of seven supporting executive and administrative 
employees and five assistants engaged in specialized activities. These 
latter are the personal representative of the Administrator, the fair- 
employment oflicer, the confidential assistant to the Administrator, 
the special assistant to the Administrator, and the supervisor of 
confidential mail and files. 

The Administrator is responsible to the President of the United 
States for the efficient and effective administration of veterans’ bene- 
fits and services as provided for by various acts of Congress and for 
the administration of the insurance section of the Soldiers and Sailors 
Civil Relief Act and the insurance provisions of other laws covering 
persons in the active military service. 

The Administrator maintains close contact with the President, the 
Bureau of the Budget, and the heads of other departments and 
agencies in the executive branch of the Government. He appears 
before Congress and at other hearings, such as Bureau of the Budget 
hearings, as required, to report results achieved and to present. future 
program requirements. He keeps informed of political and economic 
trends and the significance of these trends in relationship to Veterans 
Administration. 

The Administrator meets with the general public, veterans’ or- 
ganizations, interested professional associations, and groups of doc- 
tors, dentists, educators, bankers, and businessmen to keep them in- 
formed of Veterans Administration policies and programs and to 
solicit their advice, guidance, and support in the conduct of the ad- 
ministration of veterans’ affairs. He invites recognized leaders in 
the field of medicine and education to sit on the Veterans Adminis- 
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tration Medical Advisory Committee and Educational Advisory 
Committee. 

Within Veterans Administration, the Administrator interprets laws 
governing veterans’ benefits and services, determines all major policies, 
develops ‘long- range programs, and establishes the basic organization 
structure of the agency including the location of major installations. 
Moreover, he is responsible for coordination of the central office staff 
activities and for direction of all field station operations. He has the 
final responsibility for quality of service to veterans, for efliciency of 
operation, and for cost of administration. 

The Deputy Administrator, as the principal assistant of the Admin- 
istrator, works closely with him in coordinating central office staff ac- 
tivities and directing field operations. He handles the many details 
of internal administration and takes action on problems confronting 
Veterans Administration that do not require the personal attention of 
the Administrator. During the absence of the Administrator, he acts 
for him in all matters affecting Veterans Administration that are 
within the scope of the authority delegated by the Administrator. 

In the direction and control of Veterans Administration staff and 
operating functions, the Deputy Administrator assures dissemination 
of the Administrator's decisions to all parts of the organization and ob- 
tains compliance with published directives through required routine 
and special reports of field operations. Also, he initiates special 
studies and analyses of programs, operations, and results for evalua- 
tion of Veterans Administration effectiveness and efficiency and the 
determination of needed corrective action. 

In addition to the special assistants assigned to the immediate of- 
fice, the Administrator and Deputy Administrator utilize the other 
top executives in central office for coordinating and controlling policy 
formulation, program development, and functional supervision of 
program and service activities. 

Chief Medical Director of the Department of Medicine and Surgery 

The Department of Medicine and Surgery administers Veterans 
Administration’s huge medical program for the care and treatment of 
veterans and conducts the related educational and research programs. 
The chief medical director directs the activities of the department in 
the central office and in six area offices, and exercises functional su- 
pervision over employees in hospitals, domiciliaries, regional offices, 
and centers. 

The Chief Medical Director is responsible for development of poli- 
cies, plans, and procedures governing the medical program, including 
those pertaining to the professional care and treatment of veterans at 
hospitals, domiciliaries, and clinics. He does not have corresponding 

responsibility for nonprofessional policies and procedures pertain- 
ing to staff services required in the conduct of medical field station 
activities. 

Managers of hospitals, domiciliaries, and centers report directly to 
the Deputy Administrator. Chief medical officers of clinics report 
to the Deputy Administrator through regional office managers. The 
Cheif Medical Director advises the Administrator and Deputy Admin- 
istrator concerning direction of these activities and exercises functional 
guidance and supervision over the professional operations involved by 
issuing policies and procedures, establishing professional standards 
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and developing over-all plans for conduct of medical affairs and 
through inspections by area office personnel, central office personnel, 
and outside consultants. 

He is responsible for the following actions: 

(1) Appointing chiefs of professional services in hospitals and 
chiefs of medical divisions in regional offices. 

(2) Recommending assignment and transfer of managers and 
assistant managers of Veterans Administration hospitals, domicili- 
aries, and centers having hospital or domiciliary activities. 

(3) Analyzing reports of field medical operations and initiating 
action for improvement of medical service where required. 

(4) Determining requirements for professional personnel, estab- 
lishing criteria for their selection and directing an extensive program 
for their training. 

(5) Determining facilities and equipment required for the care and 
treatment of veterans. 

(6) Submitting the budget for the department. 

He directs the central office staff of the department in policy, plan- 
ning, and procedure formulation and coordinates these activities with 
those of other departments. He directs other professional operations 
not part of field stations, such as the central dental laboratories, ortho- 
pedic shops, audiology clinics, and mental hygiene clinics, and admin- 
isters a large medical research program. 

He maintains contacts with Congress, other Government agencies, 
and veterans’ organizations with respect to the medical program. In 
addition, he maintains close contact with leaders in the field of 
medicine including the heads of professional associations, medical 
schools, surgeon generals of the Army and Navy, the Department of 
Public Health, and private medical institutions and clinics. He 
receives advice and counsel from a medical advisory board of 20 
leaders in the field of medicine appointed by the Administrator. 

3. Assistant Administrator for Special Services 

The Assistant Administrator for Special Services is responsible for 
administering a program to maintain the well-being of veterans in 
hospitals and domiciliaries. The program includes canteen service, 
recreation and entertainment, athletics, libraries, chaplaincy service, 
and utilization of volunteer services at hospitals, domiciliaries, and 
centers, 

The Assistant Administrator develops policies, plans, and proce- 
dures for the conduct of these activities and coordinates them with 
those of the Department of Medicine and Surgery. He directs the 
special services staff at central office and provides functional super- 
vision over special service activities in the field. He approves appoint- 
ments of chiefs of special services in the field and reviews and approves 
station requests for facilities, equipment, personnel, and funds required 
by special service activities. 

_ He directs the operation of the Veterans Canteen Service, a nonprofit 

Government corporation, which performs its own management func- 
tions in operating canteens throughout Veterans Administration. 
These functions include recruitment of personnel, purchase of items 
for resale, pricing of merchandise, and accounting. 

The Assistant Administrator maintains contacts with national heads 
of religious organizations of all faiths and with leaders of volunteer 
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service organizations. He is chairman of the National Advisory 
Committee on Veterans Administration Volunteer Services on which 
there are representatives of about 40 national organizations, including 
the American Legion Auxiliary, Red Cross, and Veterans of Foreign 
Wars Auxiliary. He also has many contacts with persons and organi- 
zations in the field of entertainment and recreation. including motion 


picture producers, radio and_ television networks, and actors’ 
organizations. 


Assistant Administrator for Insurance 


“The Assistant Administrator for Insurance is responsible for admin- 
istration of the insurance program. He directs the central office 
insurance activities which, in addition to the normal staff functions 
of policy, program, and proceedure formulation, include the actual 
operations concerned with United States Government life insurance 
and in-service and foreign accounts, the determination of premium 
and dividend rates, the maintenance of controls over insurance funds 
and the preparation and issuance of insurance policies. 

He provides functional supervision over insurance operations in 
deakae offices, except for settlement of insurance death claims, and 
inspects district oflice operations to assure compliance with the exten- 
sive clerical procedures required by the nature of insur: meee operations, 
He reviews and approves requests for facilities, personnel, and funds 
required for insurance operations, and appoints t the directors of insur- 
ance services in district offices. District office managers report to the 
Deputy Administrator. 

The Assistant Administrator for Insurance represents Veterans 
Administration on insurance matters before congressional commit- 
tees, the Bureau of the Budget, other governmental agencies and 
veterans’ organizations. He maintains frequent contacts with execu- 
tives of private insurance companies and invites a number of them 
to serve on an actuarial advisory committee to assist him in deter- 
mining and maintaining sound insurance rates and practices. 

Assistant Administrator for Claims 

The Assistant Administrator for Claims is responsible for adminis- 
tration of compensation, pension and a number of related benefits as 
established by law. Specifically, these are: 

(1) Compensation for service-connected disabilities and deaths. 

(2) Pensions for non-service-connected disabilities and deaths. 

(3) Emergency oflicers’ retirement benefits. 

(4) Reserve officers’ retirement pay. 

(5) Insurance death claims. 

(6) Reimbursement of burial expense. 

(7) Special housing and automotive conveyances. 

He directs the claims activities at central office which include: 

(1) The formulation of policies, plans and procedures for the 
provision of the foregoing benefits. nail 

(2) The determination and preparation of disability rating 
schedules. 

(3) The adjudication of claims of Spanish-American and Indian 
war veterans and of employees of Veterans Administration. 

(4) The settlement of all waiver cases involving overpayments in 
excess of Sl KH), 

(5) The resolution of cases involving forfeiture of rights. 
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The Assistant Administrator provides functional guidance and 
supervision over claims activities in regional offices and over insurance 
death claims and beneficiaries’ claims activities in district offices. 
Managers of these offices are appointed by and report to the Deputy 
Administrator. Directors of claims services in these offices are ap- 
pointed by the Assistant Administrator, who also determines and con- 
trols funds for claims activities in central, regional, and district offices. 
Through establishment of rules and regulations governing the han- 
dling and adjudication of claims in these offices and through frequent 
inspections and review of cases, the Assistant Administrator main- 
tains standards and attains uniformity of results of adjudication. In 
coordinating these activities the Assistant Administrator works 
closely with the Assistant Administrator for Insurance, the Chairman 
of the Board of Veterans Appeals and the Chief Medical Director. 

External contacts with veterans’ organizations and with Congress- 
men are frequent, as are those with the military services and State 
and Federal agencies which furnish facts and statistics required for 
adjudication of claims. In addition, the Assistant Administrator 
represents Veterans Administration before the Bureau of the Budget 
and Congress on claims matters. 


6. Assistant Administrator for Vocational Rehabilitation and Educa- 
tion 

The Assistant Administrator for Vocational Rehabilitation and 
Education is responsible for the administration of the vocational re- 
habilitation and education program in accordance with the provisions 
of parts VII and VIII of Veterans Regulation 1 (a), as amended and 
extended. ‘The program includes determination of veterans’ eligi- 
bility and entitlement to educational benefits; authorization of the 
payment of moneys for tuition, supplies and subsistence; and pro- 
vision of advisement and guidance benefits to veterans. In addition, 
it includes the selection and approval of training facilities and the 
actual supervision of veterans in training under part VII. 

The Assistant Administrator directs the central oflice staff in policy 
determination, planning, procedure formulation and program co- 
ordination with other central office departments. He also directs 
program operations at central office, including: 

(1) Registration functions under part VIII for all veterans in 
training abroad. 

(2) Contract negotiation with national corporations and corre- 
spondence schools for the training of veterans by those establishments 
throughout the country. 

(3) Review and approval of all contracts with training institutions 
and establishments, as negotiated at regional offices. 

(4) Negotiation of contracts with State training approving agencies 
for inspection, certification and supervision of on-the-job training 
establishments engaged in training veterans under part VIII. 

(5) Preparation of cases in defense of contracts appealed to the 
Veterans Education Appeals Board. 

The Assistant Administrator exercises functional supervision over 
vocational rehabilitation and education field operations through in- 
spections and reports, through review and approval of all contracts 
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negotiated with training institutions and through review and ap- 
proval of requests for facilities, equipment, personnel and funds. 


7. Assistant Administrator for Construction, Supply, and Real Estate 

The Assistant Administrator for Construction, Supply, and Real 
Estate is responsible for: 

(1) Construction of Veterans Administration facilities. 

(2) Maintenance, operation, and protection of facilities. 

(3) Procurement, storage, issue, and control of supplies and equip- 
ment. 

(4) Traffic management. 

(5) Protection of the safety of employees. 

He acquires and disposes of all real property except that acquired 
under the loan guaranty program. He purchases or contracts for all 
supplies and equipment, except local purchases of approved items, and 
executes contracts for and supervises construction. 

He directs the activities related to these functions performed in 
central office and, in addition, directs the operation of three supply 
depots in the field. He also provides supply and engineering services 
for central office. He formulates policies, plans, and procedures gov- 
erning the construction and real estate programs as well as those 
governing purchasing and supply activities, maintenance and protec- 
tion of facilities and equipment, transportation, safety, and operation 
of utilities and other building services and related equipment, except 
telephone and telegraph. 

With respect to these latter functions he provides functional guid- 
ance and supervision over these activities in all field stations. In ac- 
complishing this he establishes standards, rules, regulations, and 
procedures and maintains adherence to these through frequent inspec- 
tions and through analysis of detailed reports of operations. He 
approves appointment of all supply and engineering chiefs in field sta- 
tions and is responsible for the budgeting and control of funds for 
engineering and supply personnel and equipment and for all property 
acquisition or construction, 

The Assistant Administrator has many contacts, both within and 
without Veterans Administration. His wide and varied responsibili- 
ties, and the extended authority accompanying them, require a great 
deal of coordinating effort with management of field stations and with 
assistant administrators and directors at central office in the determi- 
nation of their requirements for facilities, equipment, and personnel. 

He works very closely with the General Services Administration, 
the Army Quartermaster, and the Army Engineer Corps. He repre- 

sents the Administrator on the General Services Council and the Fed- 
eral Catalog Board and before Congress, the Bureau of the Budget, 
and other Government agencies on supply and construction matters. 
In addition, he is responsible for maintenance of favorable relations 
with vendors and contractors throughout the Nation. 


Assistant Administrator for Contact and Administrative Services 

The Assistant Administrator for Contact and Administrative Serv- 
ices is responsible for administration of two unrelated and diverse 
programs. He is responsible for administering the program concerned 
with the furnishing of information, advice, and assistance to veterans, 
their dependents, and beneficiaries relative to veterans’ benefits and 
Veterans Administration requirements and procedures. In addition, 
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he is responsible for administration of records management and office 
services and for provision of publications service and communications 
service. 

He provides office services for central office which include : 

(1) Mail handling. 

(2) Correspondence translation. 

(3) Printing, storage, and distribution of publications. 

(4) Provision of communication services such as telephone and 
teletype. 

(5) Maintenance of claims and master index files. 

(6) Provision of tabulating service. 

(7) General clerical and stenographic assistance. 

(8) Travel service for employees and beneficiaries. 

In addition, he directs the operation of the Records Service Center 
for storage of inactive and obsolete records, a forms depot, and a pub- 
lications depot in the field. 

Policies, plans, and procedures governing Contact and Administra- 
tive Services are established at central office under his direction. 

He exercises functional supervision over contact activities and ad- 
ministrative services in all field stations. Detailed procedures, regula- 
tions, and policies are specified in manuals. These are enforced through 
frequent and detailed inspections and through review of statistical and 
operating reports. The Assistant Administrator approves appoint- 
ments of Contact Division and Administrative Service Division Chiefs 
in field stations and is responsible for determination and control of 
funds for these activities. 

These responsibilities require many and frequent contacts with other 
executives at central office and in the field. Close working relation- 
ships are maintained to keep contact personnel informed of require- 
ments and new developments with respect to benefits and services for 
veterans and to keep administrative personnel informed of the chang- 
: ing needs for administrative services. ‘The Assistant Administrator 
| has many and varied contacts with veterans’ organizations and with 

Federal and State welfare and public service agencies. Principal 
contacts with Government agencies are with the Post Office Depart- 
ment, the Government Printing Office, and the Department of De- 
fense. 


9. Assistant Administrator for Finance 

The Assistant Administrator for Finance is responsible for the main- 
tenance of the books and accounting records of the agency recording 
the transactions and changes in fund status resulting from daily oper- 
ations. Also, he is responsible for the vouchering of payments of 
benefits, payrolls, and other costs of administration, and for the prepa- 
ration of financial reports required by law, by other Government 
; agencies, and by the Administrator. In addition, he is responsible for 
administering the loan guaranty program in accordance with the pro- 


visions of title III of the Servicemen’s Readjustment Act of 1944, as 
amended, and the readjustment allowance program in accordance with 
the provisions of that same act. 

He directs the central office staff engaged in formulating policies, 
plans and procedures for the finance, loan guaranty and readjustment 
allowance programs. In addition, he directs employees at central 
office engaged in: 
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(1) Maintenance of control accounts and records. 

(2) Vouchering of disbursements for benefits awarded at central 
office, salaries and wages for central office employees and other admin- 
istrative expenditures originating in central office. 

(3) Preparation of financial reports. 

(4) Performance of a number of finance activities requiring agency- 
wide handling such as administration of the surety bond program and 
disposition of personal funds and effects which have been left at 
stations by patients. 

He provides functional supervision over finance activities in all field 
stations through publication of prescribed accounting methods and 
procedures, through review of reports of financial transactions and 
through audit of financial accounts, records, and procedures of all 
field stations. He approves appointment of Finance Division chiefs 
in field stations and controls budgets and funds for personnel, equip- 
ment, and facilities required for finance operations. In addition to 
providing functional supervision over finance activities in all field 
stations, the Assistant Administrator provides functional supervision 
over readjustment allowance representatives and loan guaranty activi- 
ties in regional offices, approves appointment of Loan Guaranty Divi- 
sion chiefs and controls budgets and funds required for such activities 
at regional offices. 

In central office he directs loan guaranty activities performed there, 
including: 

(1) Handling and approval of business loans where there are 10 or 
more participants. 

(2) Cooperative housing loans of more than three units. 

(3) Business and farm loans with principal in excess of $25,000. 

(4) Housing projects involving 500 or more veterans or a construc- 
tion cost of more than $5,000,000. 

(5) Paraplegic housing loans. 

(6) Other loans of a similar special nature. 

He directs the maintenance of records of World War I adjusted 
compensation entitlements, the payment of readjustment allowances, 
and the negotiation of contracts with State and Territorial employ- 
ment security agencies for the conduct of the readjustment allowance 
program. 

The coordinating responsibility of the Assistant Administrator is 
quite heavy, and many contacts are required with other executives at 
central office and with field station management. The Assistant Ad- 
ministrator also has many outside contac ts with the General Account- 
ing Office, the Treasury Department, the Bureau of the Budget, the 
Federal Housing Administration, the Department of Labor, and State 
and Territorial employment security agencies. In addition, he rep- 
resents the agency before Congress on finance and loan guaranty 
matters and maintains contacts with banks and building and loan 
associations. 


Assistant Administrator for Personnel 
The Assistant Administrator for Personnel is responsible for per- 
sonnel administration throughout Veterans Administration in accord- 
ance with the governing laws and with Federal personnel regulations 
imposed by the Civil Service Commission, the Bureau of the Budget, 
and the President, and in accordance with the policies of the Adminis- 
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trator. He establishes policies, programs, and procedures governing 
recruitment, classification, training, transfer, promotion, merit rat- 
ing, and separation of employees and their recreation and hospitaliza- 
tion. He is responsible for maintenance of personnel records and for 
administration of credit unions, welfare associations, and health, first- 
aid, and injury compensation programs. 

In addition to direction of the central office personnel staff in policy 
and procedure formulation, the Assistant Administrator provides per- 
sonnel services for central office and directs the classification of field 
positions other than those of hospital managers and professional per- 
sonnel specifically exempted from civil service regulations by law. 
He administers wage programs for certain unclassified positions and 
establishes rates for quarters, subsistence, and laundering. 

The Assistant Administrator provides functional supervision over 
personnel activities in all field stations. He develops manuals present- 
ing standards, policies, procedures, regulations, and other material for 
guidance of personnel officers in the field. He inspects personnel opera- 
tions at field stations and reviews individual personnel actions and 
other material of prescribed types, forwarded to central office by field 
stations, to assure compliance with published directives. He also 
guides field operations by publishing training material designed to 
acquaint personnel officers and field station management with tech- 
niques of effective personnel administration. 

The Assistant Administrator has frequent contacts with other execu- 
tives at central office and with field station management. His prin- 
cipal contacts with other agencies are with the Civil Service Com- 
mission and the Bureau of the Budget. He has frequent contacts with 
veterans’ organizations and with medical, professional, and technical 
societies, colleges, and schools in connection with recruitment programs 
for specialized professional, technical, and administrative employees. 
11. Nolicitor 


The Solicitor is the legal authority of Veterans Administration. As 
such, he is responsible for interpretation of all legislation affecting the 
agency and for review of all regulations resulting from such legisla- 
tion. He provides legal advice to the Administrator and other execu- 
tives of Veterans Administration and furnishes necessary legal service. 
He is the “duly authorized attorney” of the Administrator for the 
accomplishment of the guardianship program for minor and incompe- 
tent beneficiaries entitled to payments from Veterans Administration, 
as established by law. 

He prepares “Solicitor’s opinions on legal matters referred to him 
by the Administrator, Deputy Administrator, or Assistant Adminis- 
trators and Administrator’s decisions concerning original interpreta- 
tions of statute or Federal regulation. Solicitor’s opinions are binding 
on all Veterans Administration personnel except the Administrator, 
and Administrator’s decisions are final and conclusive as to both 
administrative and judicial action except on contract matters. The 
Solicitor directs the legal staff in central office in: 

(1) Review of legal documents and papers. 

(2) Preparation of briefs for action in Federal courts. 

(3) Out-of-court settlements of tort claims and assistance in defense 
of Federal tort claims suits. 

(4) Administration of the guardianship program. 
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(5) Provision of specialized legal service for the loan guaranty 
program. 

The Solicitor is responsible for functional supervision of legal 
practice in regional offices. This is accomplished through: 

(1) Review of chief f attorneys’ opinions. 

(2) Preparation and issuance of technical bulletins and instruc- 
tions. 

(3) Assistance 1 in litigation. 

(4) Direct inspection of field legal work and review of cases by 
seven field inspectors. 

(5) Review of reports concerning legal work in the field. 

The Solicitor has frequent contacts with the executives at Central 
Office and works closely with the Administrator. His contacts with 
field personnel are mainly with chief attorneys. He has frequent 
contacts with the Department of Justice and other judicial agencies, 
both State and Federal. 

12. Chairman of the Board of Veterans Appeals 

The Board of Veterans Appeals is a quasi-judicial body created by 
Congress to represent the Administrator in the final review and deci- 
sion of all questions on claims for benefits under laws administered by 
Veterans Administration. In all cases except those involving con- 
tractual relationships the decision of the Board is final. 

The Chairman is responsible for the development of policies and 
procedures governing the appeal and hearing of claims cases and the 
consideration and interpretation of evidence. He directs the work 
of the Board and coordinates these activities with those of other 
executives at Central Office. Responsibility for outside contacts is 
limited. 

13, Assistant Administrator for Legislation 

The Assistant Administrator for Legislation is responsible for the 
maintenance of close liaison with Congress and for the provision of 
legislative assistance to its Members and to executives of Veterans 
Administration. He directs the work of a Central Office staff which : 

(1) Reviews proposed legislation to assure, insofar as possible, that 
it is couched in clear and concise language and engenders a minimum 
of cumbersome administrative restrictions. 

(2) Advises Congress of the effects that proposed legislation will 
have on existing legislation and on Veterans Administration costs and 
administrative practices. 

(3) Assists the Administrator and other Veterans Administration 
executives in drafting bills to facilitate administration of veterans’ 
affairs and in getting such bills introduced. 

(4) Keeps the Administrator and other executives informed of the 
thinking and intentions of Members of Congress relative to Veterans 
Administration. 

(5) Prepares reports on Executive orders, proclamations, and reg- 
ulations of other Government agencies affecting Veterans Adminis- 
tration. 

The Assistant Administrator works closely with the Administrator 
and other executives at Central Office but has practically no contact 
with field stations. He is in close touch with Members of Congress, 
with the Bureau of the Budget, and with other Government agen- 
cies with activities related to those of Veterans Administration. 
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14. Director of Budget Service 

The Director of Budget Service is also the budget officer for Veter- 
ans Administration. He is responsible for budget administration 
throughout the agency. He establishes policies and procedures for 
yreparing, submitting, reviewing, evaluating, and consolidating 
frackant estimates. These govern budget activities in all field stations 
and Central Office. 

The Director submits the consolidated agency budget and support- 
ing data to the Bureau of the Budget and assists Veterans Adminis- 
tration executives in the justification of budget requests before the 
Bureau and before appropriations committees of Congress. He is 
responsible for allotment of funds and for control of expenditures 
within allotments. In addition, he directs special cost studies to de- 
termine means of reducing expenses and budget requests. 

In performing these functions he has frequent contacts with execu- 
tives at Central Office, with the Bureau of the Budget and with the 
General Accounting Office. 

15. Director of Coordination Service 

The Director of Coordination Service is responsible for the control 
and standardization of Veterans Administration administrative issues, 
correspondence, forms, terminology, and report structure. In addi- 
tion, he is responsible for administration of the work simplification 
program, the management improvement program, and the incentive 
awards program. He conducts special studies for the Administrator 
pertaining to organization, to location of field installations other 
than hospitals, and to field station territorial assignments. 

The Director supervises a Central Office staff in the development of 
policies, plans, and procedures concerned with the programs assigned 
the service and in the assembly of reports and statistics for top man- 
agement use. 

Although there is no organization counterpart of Coordination 
Service in field stations, field station management is governed by poli- 
cies and procedures formulated by the Director with respect to work 
simplification, management improvement, and incentive awards pro- 
grams and with respect to report structure. 

The principal contacts of the Director are with the Administrator 
and the Bureau of the Budget. He has contact with all Central Office 
executives and is responsible for reconciliation of disagreements among 
Central Office executives on matters of policy, organization, and pro- 
cedures, 

16. Director of Information Service 

The Director of Information Service is responsible for the prepara- 
tion, clearance, and release of information about the Veterans Ad 
ministration to veterans and to the public at large as the occasion de- 
mands. He keeps the Administrator informed of public reactions to 
policies and actions of the Veterans Administration and submits ree- 
ommendations to him regarding the content, form, and timing of 
public releases. 

He directs a small central office staff in formulation of policies and 
procedures governing preparation and release of public information; 
in development of public information programs; and in preparation, 
review, and release of such information. He also directs a staff of 
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field representatives located throughout the country who advise and 
assist field station management in ‘the preparation and release of in- 
formation and in the maintenance of bes relations locally. 

He maintains liaison with public and private agencies in the dis- 
semination of information on Veterans Administration activities. He 
also answers inquiries of the press on controversial subjects. Within 
Veterans Administration he has contacts with all executives at central 
office and, through field representatives, with all field station managers 
in the coordination of information activities. 

Director of Inspection and Investigation Service 

The Director of Inspection and Investigation Service is responsible 
for investigation of alleged and actual maladministration and fraud 
within Veterans Administration and among veterans and others in 
their relationships with Veterans Administration. He receives his 
assignments from the Administrator or Deputy Administrator and 
reports findings and recommendations to them. Contrary to the im- 
plications of the title, the service performs no inspection function. 

He directs a central office staff in the conduct of investigations, the 
preparation of reports and the follow-up to assure appropriate cor- 

rective action. He also directs the operation of a crime detection 
laboratory providing services essential to the conduct of investiga- 
tions. In addition, he is responsible for preparation and dissemina- 
tion of lists and descriptions of impostors and of veterans whose rights 
to benefits have been forfeited for cause. 

He works closely with central office executives and field manage- 
ment as assignments necessitate and coordinates his activities ¢ losely 
with those of the Solicitor. Externally, he works with the Federal 
Bureau of Investigation and with investigation officers of other Gov- 
ernment agencies. 
1S. Director of Foreign Relations Service 

The Director of Foreign Relations Service is responsible for: 

(1) Liaison with the State Department in administration of vet- 
erans’ affairs in foreign countries. 

(2) Liaison directly with the Department of Veterans Affairs, 
Dominion of Canada. 

(3) Administration of the Manila regional office in the Philip- 
pines. 

(4) Supervision of Veterans Administration activities in the Pan- 
ama Canal Zone. 

(5) Development and recommendation of reciprocal agreements 
Ww ith foreign countries. 

(6) Furnishing of certain services to veterans under the provisions 

Public Law 499, Seventy-ninth Congress. 

His responsibility for administration of the Manila regional office 
in the Philippines includes supervision and administration of grants- 
in-aid to the Republic of the Philippines under the provisions of 
Public Law 865, Eightieth Congress. He supervises the Manila 
regional office and the activities of the Veterans Administration in 
the Panama Canal Zone through supervisory visits and review of 
operating reports. 

His principal contacts are outside the Veterans Administration. 
They include members of the State Department, representatives of 
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foreign governments, officials of the Republic of the Philippines, and 
private institutions and establishments in fore ign countries. 

Within the Veterans Administration the principal contacts of the 
Foreign Relations Service are with the department heads engaged in 
administration of benefit programs authorized for veterans loc cated 3 in 
foreign countries and the nationals of allied countries who served in 
the Armed Forces of the United States during World War II. 

19. Managers of district offices 

Currently, five district offices are operated by Veterans Administra- 
tion. Managers of these offices, who report directly to the Deputy 
Administrator, are responsible for: 

(1) Administration of insurance activities in connection with na- 
tional service life insurance. 

(2) Administration of claims activities involving settlement of in- 
surance death claims and adjudication of claims of veterans’ depend- 
ents for compensation, pension, and miscellaneous benefits available 
on the death of a veteran. 

(3) The provision of pertinent services to veterans and their de- 
pendents in the geographical areas assigned to the respective offices. 

Managers are responsible for supervision and coordination of the 
operations; efficiency of performance; application of established pro- 
cedures; compliance with approved policies and regulations; issuance 
of required reports; preparation of budgets; control of expenditures; 
and maintenance of public relations. ‘Responsibilities are those of 
operation, not of policy formulation or planning. Managers have 
little authority over technical phases of the operations, their prin- 
cipal responsibility being one of coordination to assure efficient, effec- 
tive service to veterans, dependents, and beneficiaries. 

Managers maintain contact with suppliers of goods and services, 
veterans’ organizations, and representatives of claimants to death 
benefits, the local disbursing office of the Treasury Department, the 
local Civil Service Commission office, local courts, welfare agencies, 
and State and municipal custodians of vital records. 

0. Manaae rs of re gional office 8 

Currently there are 70 regional offices in the Veterans Administra- 
tion oo organization. Four of these are located outside the United 
States in Alaska, Hawaii, the Philippines, and Puerto Rico. Each 
region: al offic ‘e Is assigned a geographical territory and is directed by a 
manager who re ports direc tly to the Deputy Administrator. 

Managers of regional offices are responsible for providing informa- 
tion and assistance to veterans, their de ~pendents and beneficiaries con- 
cerning veterans’ benefits and services authorized by Congress and 
for authorizing or furnishing those benefits and services within the au- 
thority granted by the Administrator. Benefits and services include 
claims of living veterans for compensation, pensions and other bene- 
fits; loan guaranty services; vocational rehabilitation and education 
benefits; guardianship services; and out-patient clinical examination, 
treatment, and care. 

Managers are responsible for supervision and coordination of these 
operations and the related service activities such as supply, finance, 
personnel, and office services; efficiency of performance: application 
of established procedures; compliance with approved policies and 
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regulations; issuance of required reports; preparation of budgets; 
control of expenditures; and maintenance of public relations. Re- 
sponsibilities are those of operation, not of policy formulation or 
planning. Managers have little authority over technical phases of the 
program operations, their principal responsibility being one of co- 
ordination to assure efficient and effective service to veterans. 

Managers recommend, establish, and direct subsidiary VA offices 
throughout assigned territories as justified by the number of inquiries 
und requests for assistance received from veterans. 

Managers have many local contacts with the general public, the 
press and radio, veterans’ organizations, public officials, private busi- 
nesses, schools, hospitals, professional and special interest groups and 
Government agencies. Much of their time and effort is devoted to 
maintenance of public relations. 

Managers of hospitals or domiciliaries 

Veterans Administration operates 153 hospitals and 17 domiciliaries 
for the care of veterans. Some of these facilities are operated in 
connection with regional offices, the combined operations being called 
a center. Hospitals and domiciliaries operated separately are under 
direction of managers who report administratively to the Deputy 
Administrator but who receive operating direction through the Chief 
Medical Director. Unlike both district and regional offices, hospitals 
and domiciliaries do not have assigned territories but usually serve 
the veterans located closest to them. However, they are coordinated 
on an area basis by representatives of the Chief Medical Director 
located in six area offices throughout the country. Hospitals are of 
three types: General medical and surgical hospitals providing gen- 
eral medical care and limited specialized medical care; tuberculosis 
hospitals iidiinn specialized care for tuberculosis patients and 
limited general medical and cmngheid care; and neuropsychiatric hos- 
pitals providing specialized care for psychotic and neurotic patients 
and limited general medical and surgical care. Domiciliaries provide 
home care and medical treatment when required to veterans who be- 
cause of their disabilities are unable to earn a living or are without 
visible means of support. 

The manager of a hospital is responsible for furnishing medical, 
diagnostic, and therapeutic service to eligible veterans in accordance 
with the policies and programs of Veterans Administration. This 
responsibility includes the maintenance of a qualified staff of hos- 
pital personnel and the provision of related ancillary and adminis- 
trative services. 

Managers are responsible for supervision and coordination of pro- 
fessional and nonprofessional staffs; efficiency of administrative per- 
formance; application of established procedures; compliance with 
approved policies and regulations ; issuance of required reports ; prepa- 
ration of budgets; ¢ control of expenditures; and maintenance of public 
and professional relations. 

The outside contacts of the hospital and domiciliary managers are 
many and varied. The managers maintain close contact with local 
medical schools, hospitals, professional organizations. veterans’ or- 
ganizations, State and local welfare groups, ‘volunteer-worker groups, 
other Government agencies, and private businesses and individuals. 
They receive guidance and professional supervision from area repre- 
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sentatives of the Department of Medicine and Surgery and from 
consultants and deans’ committees. 


22. Managers of center's 


Centers are combinations of two types of field stations, such as a 
regional office and a district office, a regional office and a hospital, or 
a domic ‘iliary and a hospital, under a single manager reporting to the 
Deputy Administrator. Managers of centers including hospitals or 
domiciliaries receive operating direc tion on matters perta ining to hos- 
pital or domiciliary activities through the Chief Medical Director. 

The manager of a center is responsible for providing the benefits 
and services customarily furnished by the types of stations that com- 
prise the center. His relationships to central office, his outside con- 
tacts, and his responsibilities are the same as those indicated for the 
managers of separate stations. 


Il. PRESENT OPERATIONS 


Present operations of Veterans Administration are discussed in 
this chapter in terms of 10 major top management functions. These 
are the operating function, the policy function, the planning function, 
the organization function, the coordinating function, the control func- 
tion, the reporting function, the legal function, the legislative fune- 
tion, and the public-relations function. 

The operating function involves the implementation of action de- 
signed to provide services and benefits to veterans and to conduct 
related activities essential to such provision. 

The policy function has to do with the promulgation of basic pol- 
icles to guide operations and to assure compliance with laws and regu- 
lations imposed by other agencies. 

The planning function includes the setting of objectives; the de- 
velopment and establishment of programs; and the determination 
of requirements for facilities, personnel and funds for current and 
future operations. 

The organization function involves the development of the organi- 
zation structure; the assignment of functions, responsibilities, and 
authority ; and the stafling of the structure. 

The coordinating function requires the development of a common 
understanding of objectives, policies, and programs; the establishment 
of unity of purpose; and the cooperation of personnel in executing 
the work of Veterans Administration. 

The control function includes the establishment of qualitative, 
quantitative, and monetary standards of performance; the appraisal 
of results against such standards; and the exercise of needed cor- 
rective action. 

The reporting function pertains to the development and compilation 
of data and statistics which accurately and concisely summarize tine, 
and the timely presentation of such data, according to ee lity, 
for distribution within and to those outside the Veterans Administra- 
tion as required. 

The legal function requires the interpretation of laws under which 
Veterans Administration operates, the establishment of legal limita- 
tions within which operations must be conducted, the handling of 
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litigation in suits against the agency, and the judicial review of cases 
in which application of the laws is contested. 

The legislative function includes the maintenance of good congres- 
sional relations, the drafting of desired legislation and Executive 
orders as required both within and outside of the Veterans Adminis- 
tration and the maintenance of liaison between the agency and the 
Congress on legislative matters. 

The public re elations function involves keeping the veteran public, 
the general public, and the official public adequately informed con- 
cerning the policies and programs of Veterans Administration, the 
effectiveness of the results and the additional needs of the agency. 

The basic management philosophy presently in effect in the Vet- 
erans Administration is one which provides for a high degree of cen- 
tralized direction and control of varied and complex activities which 
are widely dispersed geographically. The top management techniques 
involved in each of the 10 major management functions presented and 
defined on the preceding pages and used in carrying out this philos- 
ophy are described in the following sections of this chapter. 


1. Operations 

The Veterans Administration furnishes benefits and services to 
servicemen, veterans, and their dependents and beneficiaries in ac- 
cordance with the provisions of more than 300 laws. The determina- 
tion and establishment of the benefits to be provided to the various 
classes of veterans is solely the responsibility of Congress. The stated 
policy of Veterans Administration is that it is an administrative body 
established to carry out the wishes of Congress and the President and 
therefore is not to promote, initiate, or in any other way influence 
legislation having to do with veterans’ benefit provisions. 

The benefits and services administered are of many different types 
which apply in varying degrees to servicemen and veterans in several 
classifications. Living veterans of World War II may take advan 
tage of educational, loan, and unemployment benefits regardless of 
physical condition. Veterans of all wars with service-connected dis- 
abilities may claim compensation, rehabilitation, and medical and 
hospital care. Veterans of all wars regardless of the service connec- 
tion of their disabilities may claim pensions and, under certain cir- 
cumstances, also may be provided with medical and hospital care. 
Spanish-American War veterans are entitled to certain medical care 
regardless of the source of their disability. Dependents and bene- 
ficiaries of deceased veterans may claim burial awards, compensation 
and pensions, and the value of insurance maintained by the veteran 
while living. These examples, which are only a partial listing of 
benefits and services available to veterans, indicate the variety “and 
complexity of the provisions which are administered by this agency. 

For certain classes of veterans, specified types of benefits are pro- 
vided by central office in Washington, D. C. The greatest majority 
of the benefits, however, are awarded from 610 field stations of various 
types maintained in the United States, the Territories, and the Philip- 
pine Islands. The number of these field stations and the location of 
many of them have been determined not so much as a result of analysis 
of need as by gradual development over a period of years depending 
on conditions and circumstances at the time. 
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There are four major steps in the process of providing benefits to 
veterans. First, there is an original contact with a veteran, which 
may be through personal appearance before a contact representative 
or an admittting doctor at a hospital or through correspondence. 
This original contact us ually results in the submission of a formal 
claim for one or more of the benefits administered by the agency. 
Second, the veteran’s eligibility, under the laws and regulations, for 
the requested benefit or ‘benefits is determined. Third, the amount 
of benefit or extent of service to which the veteran is entitled in accord- 
ance with laws and regulations is established, and the necessary action 
is then initiated. Finally, the benefit is provided in terms of a mone- 
tary award and/or a service, such as medical care or vocational 
guidance. 

The first part of the process described above is carried on prin- 
cipally through interviews and correspondence by Contact Service. 
In some cases, however, correspondence is handled by the appropriate 
substantive program office. Emergency hospitalization is, of course, 
handled directly. The second and third parts of the process are con- 
ducted entirely by the personnel of the appropriate substantive pro- 
grams. Monetary benefits are paid by Finance through the Treasury 
Department, while specified services are provided by personnel of 
the substantive program offices. 

Most of the operations of Veterans Administration involve the 
processing of masses of paper and the maintenance of many files and 
records. With only two exceptions these operations do not require 
direct contact with the veteran. The exce ‘ptions are the activities of 
Contact Service, which is primarily a service provided directly to the 
veteran in person, and the professional activities of medical and hospi- 
tal care and vocational guidance. 

New programs resulting from additional legislation are planned 
and organized by central office staff. The organization, staffing, meth- 
ods and procedures, and budget required to carry out the program at 
Washington and in the field are established by directive from the 
central office and, in particular, from the office of the appropriate 
Assistant Administrator to whom responsibility for the program has 
been assigned. 

The oper ating relationships between central office and field stations 
are varied. Field stations request assistance in processing unusual 
and complex cases, information and data on claimants, and approvals 
of administrative deviations from the procedures controlled by cen- 
tral office. Central office, on the other hand, issues policy directives 
affecting operations, technical information concerned with the han- 
dling of veterans’ claims, and administrative directives designed to im- 
prove field operations. 

This flow of directives, instructions, rules, regulations, procedures, 
administrative issues, and technical and information bulletins from 
central office to field stations invelves a tremendous amount of paper 
work both in their preparation and in the digest and handling of 
them at field stations. In reverse, there is also a constant and vo- 
luminous flow of paper from field stations to central office. Most of 
this is of a mandatory nature and consists of data and documents 
for review and approval, prescribed reports, and correspondence in 
answer to central office inquiries. 
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There is also a continuous series of visitations to field stations by 
central office personnel conducting functional inspections. These 
occupy a great deal of the field- station manager’s time both during 
the period of inspection and later when he is required to reply to 
inspection reports. 

Field stations are largely independent of one another in their oper- 
ations. The principal “operating contacts among them have to do 
with requests for services and the exchange of veterans’ files and 
other information concerning particular cases. 

In the central office, the various Assistant Administrators for the 
several substantive programs work independently of one another but 
do keep in close contact with executives of staff offices, particularly 
the Solicitor, the Assistant Administrator for Personnel, the Budget 
Director, and the Assistant Administrator for Contact and Admin- 
istrative Services. Contacts with the Administrator and Deputy 
Administrator vary in accordance with the need. Usually they are 
for the purpose of obtaining approval of field directives or reviewing 
answers to complaints concerning the handling of specific veterans? 

‘ases or the handling of Veterans Administration personnel. 
2. Policy 

All policies of major importance are established in Washington 
either within or outside the jurisdiction of the Veterans Administra- 
tion. Policies governing the administration of veterans’ affairs are 
of four general types: Basic, general, departmental, and governmental, 

Basic policies are those that are either expressed or implied in 
the laws passed by Congress, and in the orders promulgated by the 
President, both of which establish the objectives of the Veterans 
Administration and define the responsibilities and limitations of its 
operation. The Administrator may influence the determination of 
policy by Congress and the President through comments and recom- 
mendations on proposed and existing legislation as requested. In 
addition to policies originating with C ongress and the President, the 
Administrator determines basic policies “when he is empowered by 
legislation to do so, and when the intent of Congress is not clearly 
stated in the context of the law and requires regulatory interpretation. 

General policies are those established by the Veterans Adminis- 
tration which affect more than one program and are designed to 
assure uniformity of administration within the limits of basic policy. 
These policies are developed by Assistant Administrators and Direc- 
tors of staff services for the approval of the Administrator. Policies 
regarding the retention and disposition of records, review of issues, 
purchase of supplies and equipment, and delegation of authority with 
respect to employment are examples of general rolicies. 

Departmental policies are those which apply to a single depart- 
ment or service. They are generally designed to secure uniform 
results throughout program activities w idely scattered geographically. 
They are developed by Assistant Administrators for the approval of 
the Administrator. Typical examples are policies pertaining to the 
adjudication of claims, the insurance dividend policy or policies con- 
cerning use of fee-basis physicians. 

Governmental policies are those established by other departments 
and agencies of the Government which are binding on the Veterans 
Administration in the conduct of its operations. These policies are 
designed principally to coordinate Government-wide activities, to pro- 
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vide for uniformity of action and to provide a basis for Government- 
wide control. The principal agencies involved are the Civil Service 
Commission, the General Accounting Office, the Treasury Depart- 
ment, the Bureau of the Budget, and the General Services Admin- 
istration. 

In addition to these groups, field stations establish local operating 
policies which apply to only a specific station. These relate prin- 
cipally to personnel matters such as working hours, staggered lunch 
hours, safety and fire prevention rules, and others of a similar nature. 

All basic policies and many general and departmental policies are 
submitted to the Solicitor for his review to assure that policy state- 
ments are within the limits of the law before they are presented to 
the Administrator for his approval. 

Policies once approved are formalized in various types of issues 
and distributed to field stations. The following seven types of ad- 
ministrative issues are published and distributed on a selective basis 
throughout Veterans Administration. All of these may contain pol- 
icies explicitly stated or implied by the language of the issue. 

(1) Veterans Administration regul: ations are rules h: ving general 
applicability and general legal effect, which implement laws and 
Executive orders administered by the « agency, and are published in the 
Federal Register. 

(2) Veterans Administration instructions are both regulatory and 
procedural in character and are an expedient means of placing pro- 
visions of a new law into immediate effect and of testing new policies 
or procedures. These too are published in the Federal Register. 

(3) Administrator’s decisions are precedent-establishing opinions 
of the Solicitor, which the Administrator approves and publishes for 
guidance of future actions. 

(4) Technical bulletins contain material of limited application 
of a technical nature. They usually apply to one particular pro- 
gram activity and are binding only on those concerned. 

(5) Information bulletins ‘contain material of general interest to 
a particular program which may be used at the discretion of those to 
whom the information applies. 

(6) Manuals are compilations of basic doctrine with respect to or- 
ganization, procedures, and techniques applicable to a single program 
activity and mandatory in their effect. 

(7) Emergency issues are in the form of teletype messages or let- 
ters and are temporary expediencies used to issue 1 rapidly instructions 
to personnel concerned pending the publication of a formal medium. 

Some policies of the Administrator are accepted and understood by 
the top executive group through oral repetition and reference and do 
not appear in any of the foregoing administrative issues. 

Policy determination is initiated in two principal ways. Some 
policies are the result of the planning which accompanies the passing 
and implementation of new or amended legislation and Executive or- 
ders. Many evolve from decisions made as a result of operating 
problems experienced in the actual administration of the provisions 
of the laws in the field. 

Regardless of initial source, all major policies are determined and 
a ablished by the Administrator and his key executives in the central 
office. 
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Planning 

The planning which is done by the Veterans Administration com- 
prises three broad categories: Long-range administrative planning, 
long-range program planning, and short-range planning. 

Long-range administrative planning is concerned with develop- 
ment of plans of a continuing nature to provide for current and future 
needs of the administrative aspects of operations. The records man- 
agement activity is an example of this type of planning. It provides 
for a continuing disposition of records to eliminate storage of those 
of little or no value and yet assures retention of those records consid- 
ered to have value. Management-improvement and cost-reduction 
activities also involve long-range aspects of planning. In the main, 
these programs are currently directed toward the education of key 
personnel in the application of sound management techniques. 

Long-range planning is also exe mplified by the construction pro- 
gram for hospitals. This involves the forecasting of requirements 
for hospitals of various sizes and types in appropriate locations ac- 
cording to present and estimated future needs, and the design and 
planning of buildings and facilities. 

Long-range program planning is concerned with the determination 
of requirements for administering new laws and Executive orders and 
is performed comparatively infrequently. The long-range aspects to 
this planning comprise the establishment of organization structure 
and the determination of organizational responsibilities, staffing pat- 
terns, and policies of operation, all of which are expected to remain in 
effect over an extended period of time. 

Long-range planning of both types is initiated and performed prin- 
cipally by the key central office executives. As needs are recognized 
within the jurisdiction of any Assistant Administrator, he and his 
staff analyze the situation, develop a program and submit it to the 
Administrator for approval. At the discretion of the Administrator, 
the proposal may be subjected to further analysis by the Deputy Ad- 
ministrator’s staff before approval. 

In the case of long-range program planning resulting from new 
legislation, the Assistant Administrator whose program the new law 
affects initiates the required planning and is responsible for present- 
ing an integrated program to the Administrator. He m: ty request the 
other Assistant Administrators responsible for staff services required 
by the new law to prepare organization structures, staffing patterns, 
budget requirements, and policies and procedures for their functional 
parts of the whole, or he may prepare all of these data with his own 
staff and then through conference check the areas outside his control 
with the other Assistant Administrators. 

During the program planning the Solicitor is called upon to review 
and interpret the provisions of the law. All issues prepared for im- 
plementing the proposed program are cleared through Coordination 
Service, where they are checked for format, language, effect on prior 
issues, and compliance with forms standards. 

Short-range planning, comprising both administrative and program 
plans, is involved in the preparation of the annual budget and quar- 
terly apportionment requests. The resultant figures represent the 
anticipated requirements in funds to carry out specific administra- 
tive and program activities for a short period ahead. 
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The preparation of the annual budget begins with a request to all 
areas of the agency including each fie eld station to estimate require- 
ments for the next budget period. Instructions accompany the re- 
quest indicating how the budget is to be prepared, what forms are 
to be used and specifically what factors are to be used in translating 
anticipated workload into personnel requirements. These factors are 
established by the central office staff departments. 

The budgets, together with statements of justification, are accumu- 
lated and reveiewed by the Assistant Administrators involved, after 
which they are consolidated into budgets for each key executive and an 
agency-wide budget. During the review, the budgets for any organiza- 
tion segment ‘may be changed at the discretion of the reviewing 
officer. 

The Assistant Administrators and the Administrator justify indivi- 
dual budgets before the Bureau of the Budget, at which time these 
budgets are often changed again. This revised budget becomes a part 
of the President’s program which is presented to the Congress as part 
of his budget message. The Administrator and the Assistant Adminis- 
trators then are required to justify this budget before the subcommit- 
tees of the House and Senate Appropriations Committees having juris- 
diction over the funds for Veterans Administration. After revision 
and approval by the Congress the budget then becomes the short- 
range program and administrative plan for the agency. 

Short- range planning, other than that oce asioned by budget prepa- 

ration, is performed constantly by the central office staff. This plan- 
ning is concerned primarily with the solution of operating problems 
that become apparent from time to time in each Assistant Adminis- 
trator’s area. The Budget Service through its analysis functions sug- 
gests to key executives areas requiring study to improve operations 
and to reduce costs. 

4. Organization 

The basie plan of Veterans Administration organization is estab- 
lished by the Administrator within the limitations of laws set by 
Congress. The plan of organization includes the basic structure, posi- 
tion titles, responsibilities and authority of the positions, and the 
selection and appointment of individu: als to the positions. 

The Administrator is appointed by the President with the advice 
and consent of the Senate. His salary is set by Congress. The posi- 
tion of Deputy Administrator is est: tblished by the Administrator who 
also appoints his Deputy, but the salary, like the Administrator’s, 
is established by statute of the Congress. 

‘Two of the major organization units are required by law, the Board 
of Veterans Appeals and the Department of Medicine and Surgery. 
These laws establish the following statutory positions: 

Chairman, Board of Veterans Appeals 
Vice chairman 
Associate member 
Chief Medical Director, Department of Medicine and Surgery 
Deputy Chief Medical Director 
Assistant Chief Medical Directors 

The positions of the Board of Veterans Appeals listed above are 
filled by appointment by the Administrator with approval of the 
President. The appointments to the positions shown above in the 
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Department of Medicine and Surgery are made by the Administrator 
without further approval. 

The salaries of the statutory positions of the Board of Veterans 
Appeals are set in accordance with classification standards of the 
Civil Service Commission. In the Department of Medicine and Surg- 
ery the salaries of all the statutory positions are established by law. 
In addition, the salary ranges by grade for doctors, dentists, and 
nurses are also set by law. 

Within the Department of Medicine and Surgery the law requires 
that there be included in the organization structure a Medical Service, 
a Dental Service, a Nursing Service, and an Auxiliary Service. 

With the exception of the two departments described on the pre- 
ceding page, the organization structure is determined by the Admin- 
istrator. In central office the Administrator approves all organiza- 
tion structure changes down to and including the division leve el, and 
in the field he approves all such changes down to and including the 
section level. Levels below these require approval of the Assistant 
Administrator or comparable official primarily concerned. 

The selection and appointment of employees to positions in the 
organization are made in several ways. A three-man committee ap- 
pointed by the Administrator reviews, and recommends for his ap- 
proval and appointment, individuals for the positions of field station 
managers and assistant managers. The positions of service directors 
and in some cases of their assistants, and of division chiefs in the 
field, are centralized positions, appointments for which require the 
approval of the Assistant Administrator or the comparable official in 
central office responsible for the function involved. The Adminis- 
trator appoints all central office personnel down to and including 
directors of services as well as the personnel for the statutory posi- 
tions in the Department of Medicine and Surgery. Appointing 
authority includes authority for removal as well. 

With the exception of the positions for which salaries are estab- 
lished by statute and a few unclassified positions in central office 
which are governed by wage board policies, all other positions fall 
under the Civil Service Commission regulations which establish the 

salaries by grades as determined by their classifications. 

The organization structure nomenclature, the basic principles of 
organization, and the duties and responsibilities of each major organi- 
zation unit in central office and the field are published in the manual 
MEC- and distributed for the information and guidance of all Vet- 
erans Administration personnel. 

Coordination 

Three principal types of coordination are required in Veterans Ad- 
ministration: Coordination of operations in the field; coordination 
of service functions with substantive program activities; and 
coordination of two or more substantive program activities. 

Coordination of operations in the field is essential to assure uni- 
formity of action in awarding benefits to veterans regardless of the 
part of the country in which the activity is located. This type of 
coordination is obtained through establishment of uniform polices 
and procedures and deter mination of technical standards under which 
all field stations are expected to operate in any given situation. Each 
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Assistant Administrator or comparable official establishes the policy 
and procedure governing assigned functions in the field and the tee ‘h- 
nical standards of perfor mance. In several instances this type of 
coordination is obtained by centralizing certain activities in central 
office. Examples of this are the work of job classification, which for 
the entire Veterans Administration is centralized under the Assistant 
Administrator for personnel, and the handling of all claims for 
Spanish-American War Veterans in central office. 

Coordination of service functions with substantive-program activi- 
ties is performed both in the field and in central office. This coordi- 
nation is obtained principally by procedure. The procedures are 
established in central office and like all issues are channeled through 
Coordination Service to assure that all key executives involved con- 
cur with them before release to the field. Coordination of action 
within a field station is supplied by the manager of the station. In 
central office, the Deputy Administrator provides the necessary co- 
ordination with the assistance of Coordination Service. This type of 
coordination, between service and substantive-program activities, is 
by far the most active and the most important to effective administra- 
tion in the Veterans Administration. 

Coordination of two or more substantive-program activities is also 
obtained principally through procedures which are established in the 
manner described above. While this type of coordination is also im- 
portant to effective operations, the active provision of it on a day-to- 
day basis is infrequent. 

A fourth type of coordination is required with respect to regulations 
of other Government agencies affecting Veterans Administration 
activities. This is accomplished principally by central-office execu- 
tives responsible for the functions concerned. The other agencies most 
usually involved are the Civil Service Commission, the General Ac- 
counting Office, the Bureau of the Budget, the Interdepartmental 
Safety Council, and the Federal Fire Council. 

6. Control 


Control of operations in the Veterans Administration is exercised 
primarily by central-office executives. AJ] operations are either under 
their immediate direction in central office or under their functional 
direction in the field. In either case they achieve control in several 
ways: by retaining approval authority in central office, by setting 
standards of performance, by appraising performance either through 
inspections or through review of reports, and by initiating corrective 
action. 

Organization structure is established by central office down to the 
lowest unit. Any change requires the approval of the Assistant Ad- 
ministrator concerned, who assures concurrence with the established 
plan through his field supervisory force. 

Personnel st: affing is controlled by establishing in central office 
standard position deseripti ions, classifications, stafling patterns, and 
personnel ceilings, and by permitting no deviations from these stand- 
ards without prior central-office approval. Inspections are made by 
the field staff of the Assistant Administrator for Personnel to check 
concurrence with these standards. Periodic reports of on-duty per- 
sonnel are also prepared for central-office review and approval. 
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As indicated previously, the selection of individuals for the key po- 
sitions in the organization is either performed or approved by central- 
office executives. 

Policies and procedures indicating the objectives and methods of 
operation are established and distr ibuted by central office. These are 
mandatory, and all but the most minor changes require central-office 
approval. Compliance with these operating standards is assured 
through inspections by field supervisory staffs of the Assistant Ad- 
ministrators and other central-office officials. 

Control over the quantity of work is obtained through establish- 
ment of work-measurement standards for most measurable operations 
in the agency. ‘These standards are based principally on past actual 
experience weighted in varying ways. Some are based on the aver- 
age performance for all stations; others are based on the average 
performance of the best 20 percent of the stations. Periodic reports 
of work performed are prepared and submitted to central office for 
review and appraisal against these standards. In some cases the 
ranking of the stations in performance is distributed to the stations 
in order to promote a competitive spirit among them. These stand- 
ards are also used for translating workloads into personnel require- 
ments for budget purposes. 

Fiscal control is obtained through budgets and quarterly allotment 
of funds established by central office. No deviations in total expend- 
itures or in transfers of funds are permitted without prior approval 
by central office. Few deviations are permitted in the transfer of 
funds between object classifications or programs. Periodic reports 
of expenditures compared with allotments are prepared for central- 
office analysis and appraisal. In addition, the financial transactions 
are audited by the field force of the Assistant Administrator for 
Finance. 

Major items of office equipment, such as filing cabinets and office 
machinery, and of fixed equipment in hospitals, such as X-ray, kitchen 
and boiler-plant equipment, are controlled by requiring specific 
central-office approval before purchase. Other items, such as office 
furniture and fixtures, are considered in the budget review to deter- 
mine if surplus items can be used instead of new ones being purchased. 

Control over quality of work is maintained in a number of ways. 
The Board of Veterans Appeals has an opportunity on those cases 
appealed to appraise the judgment applied in the adjudication of the 
original claims. Specific claims-case files are reviewed by claims per- 
sonnel at central office to provide a further quality check on claims 
work. The Assistant Administrators through inspections appraise 
generally the quality of program management and operation. ‘The 
Solicitor reviews legal decisions and the legal work in the field. In 
varying degrees, all substantive-program operations are checked for 
quality either through review of specified actions at central office or 
through inspection by field supervisors. 

Quality of operations is also appraised by those outside of Veter- 
ans Administration. The agency operations are examined from time 
to time by committees of the Congress. National field representatives 
of the American Legion, in the course of their visits to stations, ap- 
praise the operations and prepare reports which are sent to the 
agency. Service officers of other veterans’ organizations report 
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through their national headquarters conditions which they believe 
need correcting. 

Other Government agencies also provide control over work quality. 
The Civil Service Commission wale desk audits of classifications, 
and the General Accounting Office makes similar audits of financia! 
transactions. The Bureau of the Budget makes periodic test inspec- 
tions of operations to verify budget needs and to determine progress 
of management-improvement programs. 

Special advisory groups are used to control quality of various pro- 
grams. The Actuarial Advisory Committee appraises the insurance 
program ; the Special Medical Advisory Group does the same for the 
medical program, and the Special Committee on Vocational Rehabili- 
tation and Education advises the Administrator on matters pertain- 
ing to the program from which it derives its name. In addition, in 
the field of medicine, specialists, consultants, deans’ committees, and 
advisory committees in medical specialties are constantly used to 
appraise specific parts of the medical program and to advise all man- 
agement levels of corrective action required, 

Action taken as a result of control is initiated by central-office execu- 
tives. Whether such action results from independent studies which 
indicate improvement possibilities or from appraisal of conditions 
which indicates a need for corrective action to solve operating prob- 
lems, the central-oflice executives direct that action be taken, specify- 
ing in most cases what is to be done and how and when it is to be done. 


. Re porting 


There are two basic types of reports used in the agency: Statistical 
and narrative. Statistical reports generally contain three kinds of 
data: The status of the work at the end of the reporting period, the 
volume of work accomplished during the period or accumulative from 
the beginning of the program, and the number of personnel or man- 
hours applied to the work. ‘The data are organized both by program 
and by responsibility. 

Narrative reports which contain appraisals of operations are gen- 
erally confined to one program or to a particular service of a program. 
Some narrative reports with limited distribution contain some sta- 
tistical data as well as appraisal of conditions. 

Both types of reports may be issued either on a regularly recurring 
a or on a special- request basis. 

Reports are prepared principally for five purposes: To assist indi 
viduals responsible for a program or a service in determining current 
trends and potential problem areas in day-to-day operations; to meas- 
ure general operating effectiveness and to disclose need for corrective 
attention; to provide historical background of trends and current 
Statistics relative to work status: to indicate specific achievements: 
and to provide financial information for control of expenditures. 

The Veterans Administration prepares 361 different statistical re- 
ports for general use inside the agency and for use by other govern 
mental and nongovernmental agencies and groups. Of these, 85 are 
for use outside the agency and 276 are for use internally. They re- 
sult in preparation of more than 2,500 individual reports each year. 
In addition to these regularly recurring reports, innumerable special 
statistical reports are prepared for limited use within the agency. 
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The regular narrative reports which are prepared by the field super- 
visory groups in the many services, and which are channeled through 
the central office, are too numerous to tally. In the Professional Serv- 
ice of the Department of Medicine and Surgery alone some 300 of these 
reports are processed monthly. 

Most of the data contained in the statistical reports are developed, 
accumulated, and submitted by the field stations. Most of the 
monthly reports are published by the Coordination Service in the 
VA Statistical Summary, which is distributed monthly in some 1,246 
copies. This summary is distributed in two parts, the first approxi- 
mately 30 days after month end and the second about 2 weeks later. 


&. Legal 


The legal function in the Veterans Administration includes four 
principal activities: Legal counsel, litigation, investigation, and the 
appellate function. 

Legal counsel is provided the Administrator and other responsible 
executives by the Solicitor in central office and by chief attorneys in 
field stations. Legislation passed by Congress is often stated in broad 
terms. ‘To be properly administered, this legislation frequently re- 
quires that the Administrator specifically define the terms of the law. 
In this connection, the Solicitor interprets laws, determines the effect 
of legal precedent, and prepares or rewrites necessary regulations. 

The programs in which the agency is engaged are é affected by laws 
other than veterans’ benefit legislation. State and Federal laws con- 
cerned with real estate, insurance, contracts, and fiduciaries, for exam- 
ple, require interpretation in connection with their application to 
Veterans Administration activities. Since the agency operates in 
every State, this is a matter of considerable magnitude. 

The Veterans Administration is engaged in programs which entail 
handling and distribution of Government funds; contractual arrange- 
ments with individuals, businesses, and institutions; supervision of 
Government wards; and maintenance of facilities all over the coun- 
try. Consequently, it is involved in many kinds of litigation. The 
agency takes legal action for fraudulent use of Government funds, 
theft of Government property, establishment of incompetency, fore- 
closures and dispossession of property, collection of money owed the 
agency, infraction of contract terms, and many more less important 
and less frequent actions. On the other hand, the agency defends 
itself in legal actions brought by others in such matters as accidents 
involving the facilities of the agency and alleged infractions of 
contractual relationships by the agency. 

Litigation is carried on in both State and Federal courts. All 
suits brought by the agency or against it in Federal courts are prose- 
cuted or defended by United States attorneys from the Department 
of Justice. However, the determination of the facts of the case and 
most often the pre paration of briefs are performed by agency attor- 
neys. The Veterans Administration prosecutes cases in State courts 
through the chief attorneys, although attorneys from the Solicitor’s 
office assist them as required. Civil litigation in Federal courts is 
handled centrally. Criminal prosecution, however, is most often done 
in the field. Investigations for the purpose of accumulating evidence 
for litigation are conducted by the chief attorneys in the field or by 
the Inspection and Investigation Service, depending on the nature 
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and scope of the problem. In cases where the situation is such that 
the agency desires outside help, the Federal Bureau of Investigation 
is called in. , 

Investigations required as a part of regular operations are per- 
formed by the legal staff of the chief attorneys in the field. These 
include investigations of prospective guardians, investigation of the 
financial condition of benefit recipients, investigation of marital status 
of claimants, and investigations with respect to estates of veterans 
without dependents who died in agency hospitals, for the purpose of 
developing information required for attachment by the Government. 

The appellate function is performed by the Board of Veterans 
Appeals in the review of decisions in cases appealed by veterans. 
Appeals generally originate in field stations. They are forwarded to 
the Board together with all pertinent information and data. Con- 
sultants review this material and prepare tentative decisions which 
are then reviewed for final decision by sections of the Board under 
direction of an associate member. 

Of these four activities, the greatest volume of work is involved 
in legal counsel. This is particularly true in the loan-guaranty pro- 
gram, which requires close cooperation between the attorneys and the 
individuals administering the program. 

9. Legislation 

The Veterans Administration, as an independent agency of the exec- 
utive branch of the Government, derives its being and its programs 
from legislation passed by Congress and from Executive orders of the 
President. Consequently, it is constantly involved in legislative mat- 
ters, which makes the legislation function one of major importance 
to top management. 

There are five objectives which the legislation function attempts to 
attain. 

(1) To assure insofar as possible that legislation emanating from 
Congress is couched in language that is clear and direct in terms of its 
intent and that it contains a minimum of cumbersome administrative 
restrictions. 

(2) To assure that Congress. is presented with the facts concerning 
the effect that proposed legislation will have on costs, on administrative 
practices, on previous legislation, and on the veteran public. 

(3) To provide a channel through which the agency may draft and 
propose legislation designed to facilitate administration by legislative 
amendment. 

(4) To provide a means of developing and maintaining excellent 
personal relationships between Members of Congress and the Veterans 
Administration. 

(5) To provide an informed, well-trained service to the Congress, 
the President, and the Administrator on legislative matters. 

This function is carried on by the assistant administrator for legis- 
lation and his staff. To achieve these objectives, four activities are 
engaged in: review of legislation passed, preparation of reports and 
drafting of bills, answering of inquiries of Congressman and liaison 
with other government bodies on legislative matters. 

Many laws enacted by Congress contain provisions affecting veterans 
although the laws themselves are not directed primarily to them. 
Legislation reviews all laws and regulations to ascertain such provi- 
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sions so that the agency executives are fully informed and can take 
action where 1 equired. 

Preparation of reports, the major activity of legislation, is initiated 
by a request, usually from a congressional committee. Reports con- 
tain analyses of the intent of bills, past legislation on the same sub- 
jects, costs of proposed benefits and comparisons with other legislation 
and with benefits of other governmental programs. Reports : are sub- 
mitted to the committee after the Administrator has signed them and 
after the Bureau of the Budget has indicated whether or not proposed 
legislation is in accordance with the President’s program. During 
committee hearings, the assistant administrator for legislation, to- 
gether with the assistant administrator having jurisdiction over the 
subject of the bill, testifies as to the merits of the bill from an admin- 
istrative viewpoint and from a benefit viewpoint under direct ques- 
tioning. In executive séssion, legislation often assists in rewriting 
bills as changed in committee for presentation to the Congress. Rec- 
ommendations are prepared for the President when he receives such 
bills. When the recommendation is for veto, legislation prepares the 
veto message for him, including all necessary ‘just ific ations for the 
action. 

As part of the legislation function, the agency drafts bills for Con- 
gressmen and Executive orders for the President as requested. Con- 
siderable liaison is necessary with other agencies and departments on 
legislative matters of mutual interest. 

Because of the personal nature of all the programs administered by 
the Veterans Administration, Congressmen are constantly receiving 
correspondence from their constituency concerning the status of vet- 
erans’ claims or registering complaints against the agency. The Mem- 
bers of Congress look to the agency for assistance in answering these 
inquiries. To provide ready service on these matters and to promote 
an understanding relationship with Congressmen, Veterans Admin- 
istration maintains a congressional liaison group in offices adjacent 
to the Capitol. 

10. Public relations 

The widespread and diversified programs of Veterans Administra 
tion affect directly and indirectly almost half of the population of the 
country. While it is true that the degree of impact of its activities 

varies widely with different segments of the public, nevertheless a 
large part of the public from time to time has contact with the agenc y 
or at least is in a position to form opinions about its administration, 
policies, and programs. 

In addition to the general public, and veterans in particular, there 
are many special groups interested in Veterans Administration activi- 
ties which can and do bring their points of view to bear on the agency. 
Among these groups are the veterans’ service organizations, banking 
and lending associations, professional associations in the fields of 
medicine and hospital operations, educational institutions, insurance 
companies, and builders’ associations. 

Veterans Administration is expending annually in excess of $5 bil- 
lion of Government funds, employs approximately 180,000 people, and 
is constructing and maintaining Government property throughout the 
country. Its activities, therefore, are of great importance to the Mem- 
bers of Congress. 
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The public relations function in the Veterans Administration com- 
yrises five activities: Providing information to veterans concerning 
leer publicizing policy and administrative actions; maintaining 
close relations with special groups; weighing public reactions to 
agency activities; and counteracting erroneous and hostile publicity. 
By administrative policy the effort of this function is directed toward 
the dissemination of information rather than toward the influencing 
of opinion and actions. 

Information concerning veterans’ benefits is disseminated in many 
ways. Representatives of the Contact Service, either through per- 
sonal contact or through correspondence, counsel veterans on the bene- 
fits available.to them. Press releases describe important changes in 
Jaws and benefit revisions requiring veterans’ action. Radio and tele- 
vision media are used for both live and recorded presentations of 
information pertinent to veterans’ benefit problems. Press releases 
are made on both a local and a national basis, while radio and televi- 
sion are used primarily on a local station basis. 

The publicizing of policy and administrative actions such as gen- 
eral reductions in force and the consolidation or elimination of specific 
offices is handled through the local press and through the national 
news services. 

Relations with special groups are maintained throughout Veterans 
Administration by responsible executives. In central office each of 
the assistant administrators and staff service directors is involved, 
and in the field the managers and contact officers carry responsibility 
for these relations. Specific inquiries from these groups are answered, 
and agency representatives upon invitation either attend meetings 
or take part as speakers on meeting programs of these groups. The 
general attitude of agency executives is passive in that they comply 
upon request and do not actively seek to promote their participation 
in activities of these special groups. 

The different segments of the public interested in the Veterans 
Administration are not at all backward in expressing their views on 
agency activities. Consequently, considerable indications of public 
reaction are available for channeling into central office. The impor- 
tant facts of public opinion are sent to the Information Service by 
agency executives. 

The agency attempts wherever possible to obtain adequate release 
of publicity designed to counteract unwarranted criticism in the press 
and to correct errors in fact which from time to time creep into pub- 
lished stories. In some field stations specific individuals either in the 
Contact Service or in the manager’s office have been assigned respon- 
sibility to maintain good relations with the press, to attempt to get the 
true facts recognized before a story breaks in the papers and to obtain 
space for publicity releases. 


Parr ITI. RecommMenpDATIONS on Top MANAGEMENT 


i 
I. TOP ORGANIZATION RECOMMENDATIONS 


_ The following two chapters are devoted to recommendations for 
improvement of the organization and operations of the Veterans Ad- 
ministration as described in previous parts of this volume. This first 
chapter will concentrate on top organization problems and recom- 
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mended organization changes. The next chapter will deal similarly 
with problems of operations and recommendations with respect to 
them. 

Some of the basic precepts against which the Veterans Administra- 
tion organization was evaluated are summarized in the following 
paragraphs: ' 

1. Similar or related functions should, generally speaking, be 
grouped together in some logical fashion. In order to gain maximum 
effectiveness of operations and full utilization of personnel skills, like 
functions should be grouped together and performed by employees 
adapted to a specific type of work. 

It was recognized that there may be instances where it would be 
difficult to fulfill this requirement in every respect. But, generally 
speaking, positions involving mixed functions which have no particu- 
lar affinity for one another “and which bear little or no resemblance 
to one another in actual work performed are difficult to fill, personally 
enervating, and ineffective in producing the desired results. 

It is in this connection, when similar and related functions are not 
logically grouped, that the very common condition sometimes referred 
to as duplication and overlapping of work is encountered. 

All like functions, if at all possible, should be grouped together at 
one point of major responsibility. This is referred to as the principle 
of functionalization. 

2. Each major function of the operation should be placed in the 
organisation structure so as to reflect its relative importance to the 

Le a shment of obj ject ives. 

Some functions in an organization are the very basis for the existence 
of the agency. These are the most essential and are the ones for 
uc omplishing the primary purpose or purposes of the activity. Other 
functions, also essential or necessary, are of a staff nature and should 
therefore be supportive to the major operations. Still other fune- 
tions, however important and valuable to the organization, may be 
such that their performance is highly desirable but may nevertheless 
be only secondary to the main purposes. 

Organization should be designed so that the relative importance or 
essentiality of functions is recognized. This is sometimes referred to 
as the principle of balance. 

The organization should represent the simplest possible structure 
w ith the least units and levels required to accomplish the work. This 
is sometimes known as the principle of levels and is simply the appli- 
cation of economy in the use of people, money, and time. The organi- 
zation should contain the minimum number of levels required for 
<a ite delegation of responsibility and authority. 

. But in applying this principle of levels or simplic ity of strue- 
vine: the fact re not be overlooked that the organization is simply 
the framework in which and through which people carry on their 
work, and that the framework cannot be reduced to the point where 
everybody has more to do than can effectively be accomplished 
supervised. 

A good organization must therefore provide an equitable distribu- 
tion of functions and workloads, which is to say that a span of respon- 
sibility for each executive and worker can be no greater than he can 
effectively administer or accomplish. This is the principle of span 
of responsibility. 
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5. In any well-functioning organization, the authority to exercise 
judgment and to make decisions should in general be placed at the 
point where action is required. This can be referred to as the principle 
of power of decision. 

6. Each executive in an organization should be responsible to & 
designated superior by whom he should be held accountable for re- 
sults. This is the principle of accountability. 

A good plan of organization should provide clear-cut definitions 
of the essential functions and responsibilities of each part and posi- 
tion in the organization. Effective performance at all levels of the 
organization “ey ach person to know the functions and responsi- 
bilities of his job. 

He should know not only what he is supposed to do and why, but 
also the limits of his position and his responsibilities. It is only 
through this type of clarification of functions and responsibilities 
that duplication and overlapping of work and confusion generally 
as to what is required and who is to do what are avoided. 

7. Closely allied with this is the principle of lines of authority, 
which requires that single and distinct lines of authority and respon- 
sibility be provided. ‘The authority inherent in each position should 
be defined and the levels of descending authority should be clearly 
delineated without overlapping and duplication. 

The lack of clear-cut reporting relations is a problem that permeates 
all levels of organization. Failure to make a clear delineation of 
authority and responsibility may result in all kinds of confusion and 
inefficiency. 

8. Formal lines of authority and responsibility are not necessarily 
the only lines of communication in an organization. Required com- 
munication should take the shortest possible path through the organ- 
ization with the resulting action provided Sirois established lines 
of authority. This may be referred to as the principle of lines of 
communication. 

9. Organization structures, as such, are nothing without the people 
who staff them. The effectiveness of the operation, in the last analysis, 
will depend on the proper placement and development of the person- 
nel within the organization. 

Each position in the organization should therefore be staffed with 
an individual having ability commensurate with the position require- 
ments. It is therefore an extremely important principle of organiza- 
tion, the principle of staffing, that provision and opportunities be 
made for the proper placement and development of qualified 
personnel. 

10. The organization should be sufficiently flexible so as to permit 
changes required to meet changing conditions without major alter- 
ations of the basic form of the organization. 

The tendency of an organization to become rigid and fail to be 
adaptable to constant changes is one of the more acute problems of 
organization today. Any enterprise, regardless of its general nature, 
motives, or objectives, is faced with the necessity of meeting changing 
demands placed upon it. In order to meet such demands, the enter- 
prise must be adaptable, it must be able to expand or contract, to 
change as its objectives or policies are changed. In short, it must be 
flexible. 
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Observation of the plan of organization presently in effect in Vet- 
erans Administration reveals several primary organizational weak- 
nesses that are basic to its problems of management. Recommenda- 
tions to improve these situations are discussed in the following 
paragraphs. 

Insofar as all field station managers in Veterans Administration 
are directly responsible to the Administrator and Deputy Administra- 
tor in central office, and since all other key executives in Washing- 
ton are officially in a functional or staff capacity, it is apparent that 
the present plan of organization adheres strictly to a concept of 
centralized management. 

Such a pattern of organization in an agency as far-flung geographi- 
cally and as diversified in its operations as Veterans Administration 
can never be fully effective. It is not surprising, therefore, that the 

actual manner of operations bears little or no resemblance to the 
organization plan that is supposedly in effect. Top staff executives in 
central office have been called upon more and more to assume respon- 
sibilities over program and service functions in the field so that, in 
effect, they are in an operating capacity to the field insofar as their 
programs or services are concerned. 

When an agency expands in size and diversity of operations to the 
extent exper ienced by Veterans Administration, it become incre: asingly 
necessary to decentralize management by breaking up the operations 
into smaller, logically separ able units headed by w vell- qualified execu- 
tives who are given wide responsibility and authority and who can be 
held definitely accountable for results. 

Now basically there are three alternative ways in which this can be 
accomplished in an operating organization. 

Veterans Administration could be organized along functional lines 
such that every key staff executive w ould be in direct charge of that 
particular function throughout the organization. Such a functional 
plan would be feasible and probably most effective if Veterans Admin- 
istration were responsible for a single program, if operations were 
highly centralized, or if there were no practical physical basis for 
esti tablishing responsibility along several program or regional lines. 

But this is not the case in Veterans Administration. As operations 
have increased in size and as the several programs have become more 
and more extensive and diversified, it has become increasingly difficult 
to effect adequate direction and control of operations either through a 
single executive channel, such as the solid line relationship to the 
Administrator and Deputy Administrator, or through functional 
direction from the numerous assistant administrators and key execu- 
tives in central office. 

And this is precisely the problem raised by the present official as 
well as actual manner of operation in Veterans Administration today. 
Each staff executive in central office has assumed more and more oper- 
ating authority with respect to his particular function so that finally 
the field station managers, although theoretically in charge of their 
offices, are accosted continually from all sides by functional agents in 
central office. 

Another alternative would be to organize Veterans Administration 
on a geographical or regional basis, w which is to say that the country 
would be divided into a certain number of regions or areas with an 
executive in charge of each, with full responsibility and authority for 
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all Veterans Administration activities within the given area. Each 
of these areas would be, in effect, a miniature Veterans Administra- 
tion, and the various executives in charge would be fully accountable 
for all activities in their respective areas. 

This was precisely the plan that was adopted several years ago by 
Veterans Administration when a system of branch offices was estab- 
lished with a deputy administrator in charge of each. Although 
there is nothing essentially wrong with a regional plan of organiza- 
tion where a high degree of coordination of all activities is required 
in each region, the plan as adopted proved to be ineffective in Veterans 
Administration, primarily because it assumed the necessity of a great 
deal of interprogram coordination in each area when, as a matter of 
fact, little such coordination at that level was required. The effect, 
therefore, was to subordinate the basic or primary programs for which 
Veterans Administration is responsible to the purely secondary con- 
sideration of intraregional coordination. After exper imentation 
with this plan of organization for about 3 years, it was abolished 
in 1949, 

And finally there is the type of organization that recognizes the 
product or program as fundamental and accordingly provides an 
organization pattern built around the operational requirements of that 
program itself. 

The principal advantage of this type of organization is that it pro- 
vides a very effective basis for accountability, direction, coordination, 
and control, as well as for the decentralization of management. 

Each program carries primary responsibility for its own planning, 
policy determination, requirements, and operations and is therefore 
fully accountable for results. General management is able to delegate 
a wide measure of authority to such program units and can stimulate 
a high degree of initiative and responsibility in its program executives. 

Such a ‘plan lends itself most effectively to the operations of a large 
agency such as Veterans Administration with multiple programs and 
extensive dispersion of operations throughout the country. Upon 
close and thorough examination of all types and combinations of 
organization patterns, it became apparent that this type of organiza- 
tion would not only eliminate many of the organization and operating 
problems presently confronting Veterans Administration but would 
also lend itself ideally to the work, the objectives, and the programs 
of this agency. 

The recommended plan, shown in exhibit VII, is therefore a prod- 
uct or program line type of organization, wherein the principal sub- 
stantive programs, providing benefits or services to veterans, each 
under a responsible Assistant Administrator, are established as opera- 
ting departments of Veterans Administration. Each Assistant Ad- 
ministrator is in charge of an operating department and has complete 
responsibility for administration of the laws governing the assigned 
program and is given commensurate authority w vithin the broad polici ies 
and programs of the Administrator to carry out these 1 responsibilities. 

Each operating department is provided w ‘itha completely integrated 
organization including all of the auxiliary services, such as finance, 
personnel, supply, and office administration, required by the program. 
The plan also establishes direct lines of operating authority over pro- 
gram activities in the field. To facilitate delegation of operating 
responsibility, field activities are reorganized into program centers so 
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that each program has its own set of field stations. Operations now 
performed at central office are transferred to field stations to segregate 
clearly staff and operating responsibilities. Widely dispersed ad- 
ministrative functions in the field are centralized in fewer field stations 
to reduce the span of control to the point where it can be exercised 
effectively through personal direction by responsible executives. 

The plan of organization also provides the Administrator with 
staff departments and services representing each nonoperating fune- 
tion required by Veterans Administration. Present operating respon- 
sibilities of these departments and services are transferred to operating 
departments, so that the entire attention of the personnel of these staff 
activities may be devoted to assisting the Administrator in policy 
formulation, planning of agency- wide functional programs, advice 
and assistance to operating executives of the program departments, 
and appraisal of the over-all results of operations. 

It is this type of organization that best fits the requirements of Vet- 
erans Administration. It recognizes the inherent independence of the 
various programs which have few operating interrelationships. It 
establishes these programs as integrated operations so that each may 
take advantage of the organization structure, field station location, 
and methods of operation and administration best suited to its pur- 
poses. It establishes strong, direct, and clearly identified lines of 
authority under which each executive can be held completely accounta- 
ble for results in his assigned area of operation. It divorces operating 
responsibilities from staff functions. It recognizes the need for geo- 
graphical decentralization of operations and provides for decentrali- 
zation of authority in line with this need and for its orderly delegation 
through well-established organization channels so that operating de- 
cisions may be made at the point where action is required. It simpli- 
fies the levels of supplementary organization and brings the span of 
control into a reasonable range for effective ee It pro- 
vides for much-needed leadership. Finally, it is a flexible plan which 
can be modified easily and without change in boot structures as pro- 
grams are changed and modified and as workload varies in volume or 
shifts in geogr: iphic al location. 

The recommended plan of organization establishes five operating 
departments to administer the substantive benefits and services of the 
five individual programs of Veterans Administration. These are the 
medical progr imi, the insurance program, the vocational rehabilitation 
and education program, the loan-guaranty program, and the claims 
programs. Although not a substantive program, the highly important 
contact service which is required throughout the country has been 
established as an operating de ‘partment. The seventh operating 
department provided for is that of Construction, which at times con- 
aeale major operations in the field. Assistant Administrators in charge 
of these departments and the Chief Medical Director report to the 
Deputy Administrator, and through him to the Administrator, and 
may be held completely responsible by these executives for results of 
the respective programs. Staff departments are provided for each 
major service function of the agency. These are Budget and Finance, 
Legal, Purchasing and Supply, Personnel, Administrative Services, 
and Legislation. The latter three departments are in charge of Assist- 
ant Administrators. The first three are directed by a Controller, a 

















194 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


General Counsel, and a Chief Purchasing Agent respectively. All of 
these executives report to the Deputy Administrator. 

Other units of organization included in the plan are Investigation 
Service, Information Service, and the Board of Veterans Appeals. 
Directors of the services and the chairman of the board report to the 
Deputy Administrator. 

Uniformity of decision and action at the head of Veterans Admin- 
istration in all matters pertaining to the administration of veterans’ 
affairs in both internal and external contacts is provided for in the 
oflices of the Administrator and Deputy Administrator. 

The Administrator is responsible to the President for the admin- 
istration of veterans’ affairs and the laws which govern them. In 
him is vested the authority to operate Veterans Administration. He 
is directly responsible for the establishment of the basic policies gov- 
erning agency operation; the development and maintenance of its 
basic organization structure; the interpretation of laws pertaining to 
veterans’ affairs, and the establishment of supplementary regulations; 
the stimulation and approval of long-range plans; and the develop- 
ment and maintenance of favorable rel: ations with import: ant organi- 
zations, groups, and individuals interested in veterans’ affairs. As 
head of an independent agency of the executive branch of the Gov- 
ernment, the Administrator is the adviser to the President on vet- 
erans’ affiairs. 

The Administrator should retain basic responsibility for and au- 
thority over the operation of the agency, but he should carry out this 
responsibility and exercise this authority by delegation of the ad- 
ministration of internal operations to the Deputy Administrator and 
through him to the top executives provided for in the organization 
plan. The Deputy Administrator should be responsible for the plan- 
ning, direction, and control of the internal operations of the agency. 
He should establish specific operating policies and programs to pro- 
vide maximum service to veterans at the lowest possible cost and 
should be responsible for coordinating the activities of the executives 
reporting to him to assure that all operations are moving toward com- 
mon objectives. 

The Deputy Administrator should act for the Administrator in 
the latter’s absence in all Veterans Administration matters within 
authority delegated to him. At other times, he should relieve the Ad- 
ministrator of all detail concerned with the internal operations of 
the agency. However, he should keep the Administrator informed at 
all times of major changes or developments in the operations that 
are particularly significant. 

Principal responsibilities of assistant administrators in charge of 
program departments should be to— 

Keep informed of and administer all laws, regulations, and in- 
terpretations thereof pertaining to the assigned program. 

Forecast facility, personnel, supply, and budget requirements for 
asigned operations. 

Formulate and recommend objectives and policies for the 
assigned program. 

Develop and recommend a plan of organization for the assigned 
“rn ations. 


Approve programs, plans, and procedures for effective execution 
of anal operations, 
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6. Formulate recommendations for changes in legislation required 
to meet changing conditions and to simplify administration and con- 
trol of assigned operations. 

7. Consult with and utilize the services of the functional staff de- 
partments and services of the Administrator in the development of 
plans, programs, procedures, and standards of performance for the 
auxiliary services required by the assigned program; in the training, 
counseling, and guidance of functional service personnel within the 
assigned department; and in the appraisal of results of such work. 

8. Select immediate subordinates, and approve selection of their 
immediate subordinates. 

9. Maintain good relations with employees of the assigned depart- 
ment. 

10. Direct and coordinate asssigned operations in accordance with 
established objectives, policies, plans and procedures, and organiza- 
tion structure and within approved budget limits and existing laws 
and regulations. 

11. Cooperate with other executives in coordinating operations, in 
solving mutual problems, and in complying with established rules, 
regulations, and procedures. 

12. Establish standards of performance for, and evaluate results of, 
the assigned program. 

13. Keep the Administrator informed concerning current opera- 
tions, results, and future plans of assigned operations through estab- 
lished reports and personal meetings. 

14. Develop a strong program of public information to keep the 
public adequately and constantly informed concerning the assigned 
program. 

15. Keep informed of technical and administrative developments in 
fields related to the assigned program, and maintain good relations 
with interested technical and other outside groups and with Govern- 
ment representatives and agencies. 

Each Assistant Administrator in charge of a staff department and 
each director of a staff service should be responsible for— 

1. Keeping informed of and interpreting laws and regulations per- 
taining to the assigned function. 

2. Preparing budget forecasts for the central office activities under 
his jurisdiction. 

3. Formulating and recommending over-all agency objectives and 
policies for the assigned function. 

4. Developing and recommending a plan of organization for the 
central office activities assigned. 

5. Developing over-all agency programs, plans, and general pro- 
cedures for effective conduct of the staff function assigned. 

6. Formulating recommendations for changes in legislation required 
to meet changing conditions and to simplify administration and con- 
trol of the assigned function. 

¢. Consulting with and advising assistant administrators in charge 
of program departments in the development of plans, programs, pro- 
cedures, budgets, and standards of performance for corresponding 
functional activities under their jurisdiction; in the training, counsel- 
ing, and guidance of functional personnel in operating departments; 
and in the appraisal of results of such activities. 
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$. Selecting immediate subordinates, and approving selection of 
their immediate subordinates. 

9%. Maintaining good relations with employees under his direction. 

10. Directing and coordinating the work of the central office activi- 
ties under his jurisdiction in accordance with established objectives, 
policies, plans, procedures, and organization structure and within 
approved budget limits and existing Jaws and regulations. 

11. Cooperating with other executives in coordinating operations, 
in solving mutual problems, and in complying with established rules, 
regulations and procedures. 

12. Establishing standards of performance for, and evaluating re- 
sults of, central office activities under his jurisdiction. 

Keeping the Administrator informed concerning current opera- 
tions, results, and future plans for the assigned function throughout 
” ae y through established reports and personal meetings. 

Appraising, for the Administrator, results of corresponding 
Ble tional oper: ations in operating departments and recommending to 
the Administrator action required to bring results into line with est: tab- 
lished policies and standards. 

15. Developing a strong program of public information to keep the 
public adequately and constantly informed concerning the assigned 
functional programs. 

16. Keeping informed of technical and administrative developments 
in fields related to the assigned function, and maintaining good rela- 
tions with interested technical and other outside groups and with 
Government representatives and agencies. 

The recommended. plan of organization represents a major change 
for Veterans Administration, not only in organization structure but 
also in philosophy of management and operation. Changes in organi- 
zation required to place the plan into effect are discussed in the remain- 
der of this chapter. For ease of understanding, the standard pattern 


of organization nomenclature used throughout the discussion is pre- 
sented in exhibit LX. 


1. Establish a fully integrated department for the conduct of the 
ANSUPANCE program 

All insurance activities of Veterans Administration should be placed 
under the control of an assistant administrator in charge of an Insur- 
ance Department. Principal changes in present organization required 
to accomplish this are: 

(1) Transfer responsibility for settlement of insurance death claims 
from the Assistant Administrator for Claims to the Assistant Admin- 
istrator for Insurance. 

(2) Remove dependents’ claims from the district offices. 

(3) Transfer responsibility for operation of district offices from 
the Deputy Administrator to the Assistant Administrator for Insur- 
ance, and establish these offices in the Insurance Department as in- 
surance centers, each under a manager reporting to the Assistant 
Administrator. 

(4) Assign to the Assistant Administrator for Insurance responsi- 
bility for and authority over staff services required by the program, 
and integrate them into the Insurance Department. 

With the establishment of the Insurance Department as outlined on 
the previous pages, the Assistant Administrator for insurance can and 
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should be held completely accountable for administration of the insur- 
ance program, for provision of effective insurance service to veterans 
and their beneficiaries, for efficient operation of the department and 
for the administrative cost of the program. 

Establishment of insurance as a fully integrated program depart- 
ment will provide the Administrator with a single point of authority 
in the organization structure for the placement of responsibility for 
effective, low-cest operation of the insurance program. At the same 
time it will bring the direction and control of all insurance operations 
under one individual, provided with all services necessary for effective 
performance. 

From a cost standpoint, it will permit simplification of field opera- 
tions and elimination of one level of supervision. The amount of co- 
ordination required at the top level of the Veterans Administration 
organization will be reduced considerably. Adoption of this recom- 
mendation should result in improved service to veterans and to vet- 
erans’ beneficiaries. Integration will permit the establishment of 
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common objectives for the insurance and service functions employed in 
the program. 


2. Reorganize the Department of Medicine and Surgery to provide 
fully integrated administration of the complete medical program. 

All phases of the medical program and all services required for its 
effective operation should be placed under the direction of the Chief 
Medical Director. Specific recommendations to accomplish this are 
detailed in the following paragraphs. 

(1) Transfer complete responsibility for operation of hospitals 
and domiciliaries from the Deputy Administrator to the Chief Medi- 
cal Director.—The Chief Medical Director cannot be held responsible 
for the quality of hospital care and treatment unless he has full 
authority over the operation of field stations providing this service. 
The present organization arrangement provides the Chief Medical 
Director with clear authority only over professional staff in medical 
field stations. To clarify and correct this situation it is recommended 
that a direct line of operating authority over hospitals and domi- 
ciliaries be established to the Chief Medical Director. 

(2) Transfer responsibility for operation of outpatient clinics 
from regional office managers to the Chief Medical Director—A\- 
though the outpatient clinics in regional offices are under the technical 
supervision of the Chief Medical Director, they represent the only 
medical activities that are not under the administrative direction and 
control of the Department of Medicine and Surgery. This is a para- 
doxical situation inasmuch as the out-patient treatment is for veterans 
with service-connected disabilities. The care of these veterans should 
be of greatest concern to Veterans Administration. On the other hand, 
the hospital and domiciliary programs provide the greater share of 
their services to the care and treatment of non-service-connected cases 
for which the responsibility of Veterans Administration is not so 
clearly delineated. Since the out-patient-treatment program is a major 
medical responsibility of the Veterans Administration, it should be 
under the administration and control of the Department of Medicine 
and Surgery. 

(3) Incorporate special services in the Department of Medicine 
and Surgery.—The services provided by the Assistant Administrator 
for Special Services and his organization are entirely concerned with 
maintaining the mental, spiritual, and physical well-being of veterans 
in the hospitals and domiciliaries of the Veterans Administration. 
These programs are inseparable parts of the over-all hospital and 
domiciliary programs and therefore require close coordination with 
the medical program of the Veterans Administration. Since these 
special services are provided for the medical program and must be 
closely coordinated with it both in central office and in the field, the 
position of Assistant Administrator for Special Services should be 
discontinued and responsibility for the activities now under his di- 
rection should be transferred to the Chief Medical Director. 

(4) Transfer responsibility for the procurement, storage, and issue 
of subsistence and medical supplies and equipment from Supply 
Service to the Department of Medicine and Surgery-—The procure- 
ment, storage, and issue of hospital and domiciliary subsistence and 
medical supplies and equipment constitute a major portion of the 
Supply Service activities under the present organizational plan. The 
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three field supply depots operate almost exclusively for the conven- 
ience of the medical program. Food, bedding, and drugs are as much 
a part of complete Lespitel care as are the professional services of 
the doctors. If the Department of Medicine and Surgery is to be re- 
sponsible for complete hospital care and treatment of veterans, as 
implied in the law establishing it, the supply functions should be more 
closely integrated into the  ectremtron, as the responsibility of the 
Chief Medical Director. 

(5) Transfer responsibility for the maintenance and operation of 
Veterans Administration hospitals, domiciliaries and other medical 
facilities in the field from Construction Service to the Department of 
Medicine and Surgery.—F¥ or the most part, maintenance and operation 
activities of the Construction Service are concerned with Veterans 
Administration hospitals and domiciliaries. Although this service 
still has responsibility for the maintenance and operation of a few 
district and regional offices, most offices are maintained and operated 
by the General Services Administration. Hence the maintenance and 
operation activities of Veterans Administration are devoted primarily 
to medical installations. To integrate further the operations of hos- 
pitals and domiciliaries and to reduce the great amount of coordination 
now necessary at top administrative levels, it is recommended that this 
responsibility be transferred to the Department of Medicine and 
Surgery. 

(6) Assign to the Department of Medicine and Surgery responsi- 
bility for direction and control of supporting services required by the 
medical pr ogram.—The medical program requires personnel, finance, 
supply, engineering, and administrative services in field stations. Since 
it 1s import: int that they be closely coordinated with the professional 
activities at these stations, these services should be under the direction 
and control of station managers.- This requires the transfer of re- 
sponsibility for direction and control of these services from the re- 
spective assistant administrators and directors to the chief medical 
director. In turn, the chief medical director should be provided with 
the necessary technical staff at central office to advise him concerning 
these functions and to assist him in their administration. This will 
eliminate the possibility of an occasional occurrence of poor coordi- 
nation of services with professional needs, which detracts from the 
effectiveness of the medical program. 

Under the proposed plan of organization, the chief medical director 
is given direct and complete authority over hospitals, domiciliaries, 
and outpatient clinics. He is provided with control over all of the 
related and auxiliary services required for the effective operation of 
these facilities. Therefore he can and should be held responsible and 
accountable for the complete medical program, including the quality 
of medical care and service provided veterans and the costs of opera- 
tion. 

Adoption of the proposed plan will eliminate the possibility of re- 
currence of conflict and dispute concerning jurisdiction over the medi- 
cal program which resulted from divided : responsibility requiring co- 
ordination at top executive levels. Similar problems of coordination, 
under the proposed plan, will be handled within the department, thus 
reducing requirements for top executive coordination te a minimum. 
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3. Establish a fully integrated department for the administration of 
claims programs. 

The proposed plan of organization includes a completely integrated 
department, under an Assistant Administrator for Claims, for the 
administration of compensation, pension, and other miscellaneous 
benefits, except insurance death claims, now functionally directed by 
the Assistant Administrator, The handling and adjudication of these 
benefit claims is a separate activity of Veterans Administration un- 
related administratively to other activities of the agency except 
through minor procedural relationships with insurance and vocational 
rehabilitation programs and through examination services provided 
in part by the Department of Medicine and Surgery. These will not 
be altered by the proposed reorganization. 

‘Fhree major weaknesses are » readily apparent in the claims opera- 
tions under the present plan of org: nization. The Assistant Admin- 
istrator for Claims cannot be held ‘responsible for the results attained 
because he has no direct authority over adjudication activities in the 
field but only over those performed at central office. 

Uniformity of adjudication, of paramount importance in a pro- 
gram of this nature, is difficult to attain and cannot be assured be- 
cause adjudication activities are so widely dispersed. This disper- 
sion is entirely unnecessary and serves no useful purpose because by 
far the great majorty of claims cases are handled by mail. It has 
been maintained on the basis that veterans must appear personally 
before rating boards in order to obtain adequate consideration of 
their claims. This is contrary to fact. Wide dispersion of adjudica- 
tion activities is in reality a disservice to veterans, who would have 
far greater assurance of ‘equitable decisions under more centralized 
and more highly trained supervision. 

Finally, the auxiliar y services, particularly finance and administra- 
tive services, which have such an important bearing on the continuing 
service to veterans after claims have been granted, are not under the 
control of the assistant administrator for claims. 

To correct these situations the following changes in organization 
are recommended : 

1) Withdraw claims activities from regional offices and centralize 
them in a small number of separate claims centers where the work can 
be performed under the skilled direction of managers trained and 
experienced in claims work and undistracted by other responsibilities. 

(2) Assign to the Assistant Administrator for Claims full respon- 
sibility for ‘and author ity over the operations of claims centers, with 
the managérs reporting to him. 

(3) T ransfer to these centers the claims operations now being con- 
ducted at central office to unify administration of operations. 

(4) Transfer responsibility for auxiliary services required in claims 
centers from the respective assistant administrators and directors now 
responsible for them to the assistant administrator for claims. 

These organization changes will simplify administration of the 
claims programs and will greatly reduce time-consuming coordination 
effort now required both in central office and in field stations. They 
should result in improved quality and service with respect to claims 
activities and in reduced cost of administration. The Administrator 
will be in a position to hold the Assistant Administrator for Claims 
solely accountable for results, and in turn the Assistant Administrator 
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will be provided with all of the authority required to attain good 
results. 

The claims program is one of the most important programs of 
Veterans Administration not only because it involves annual benefit 
payments in excess of $2 billion but also because the commitments 
of the program, once made, are of such lasting duration. It is of 
paramount importance therefore that these programs be organized 
soundly so that they can be effectively administered at minimum cost, 
now and in the future. These recommendations, therefore, are con- 
sidered to be among the more important and urgent recommendations 
resulting from the survey. 

4. Establish a Vocational Rehabilitation and Education Department 

The vocational rehabilitation and education program is one of the 
major substantive programs of the agency. ‘Therefore it should be 
organized as a major operating department under an Assistant Ad- 
ministrator who should be held completely accountable for adminis- 
tration of the program as provided by parts VIL and VIII of Veterans 
Regulations 1 (a) as amended; for provision of effective service to 
veterans with respect to these benefits; for efficient operation of the 
department, including field activities of the program; and for the 
administrative cost of the program. 

It is further recommended that the administration of unemployment 
benefits of the readjustment allowance program under part V of Pub- 
lic Law 346, as amended, be included in the responsibilities of the 
Assistant Administrator for Vocational Rehabilitation and Educa- 
tion and that these activities of the readjustment allowance program 
be incorporated in the Vocational Rehabilitation and Education 
Department. 

The administration of unemployment benefits under the readjust- 
ment allowance program is similar in many respects to the adminis- 
tration of subsistence benefits under the vocational rehabilitation and 
education program. Under existing laws and regulations, unemploy- 
ment payments should not be made to those receiving payment of sub- 
sistence under the vocational rehabilitation and education program. 
The combination of these two programs under single direction will, 
therefore, provide for better control over such payments. 

It is recognized that vocational guidance and certain other activities 
of the program require wide geographical dispersion of personnel for 
effective service to veterans. These activities of the program should 
be continued, therefore, where they are now being conducted. This 
will require department personnel in all regional offices, and some 
located in the VA offices and in cities and towns where Veterans Ad- 
ministration has no office. Administration of these activities and of 
other phases of the vocational rehabilitation and education program, 
however, does not need to be performed in each regional office. The 
program can be administered more effectively and more economically 
from fewer locations in the field. It is therefore proposed to estab- 
lish vocational rehabilitation and education centers in selected re- 
gional offices and to centralize all administrative functions for the 
program in these centers. 

Vocational rehabilitation and education centers should be under the 
direction of managers reporting to the Assistant Administrator of the 
department. Since these centers should be located in selected re- 
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gional offices and not in separate facilities, auxiliary staff services 
required by the program should be provided by the regional office 
manager on a service basis. The manager of the voc: ational rehabilita- 
tion and education center should be responsible for obtaining from 
the regional office managers the amount and quality of service he 
requires. To assist the department in these respects, the Assistant 
Administrator should be provided with staff representatives for each 
of the functions involved. 

To establish the Vocational Rehabilitation and Education Depart- 
ment as described above, the following changes in organization will be 
required. 

(1) Transfer responsibility for the readjustment allowance pro- 
gram from the Assistant Administrator for Finance to the Assistant 
Administrator for Vocational Rehabilitation and Education. 

(2) Transfer responsibility for field operations of the vocational 
rehabilitation and education and the readjustment allowance pro- 
grams from the Deputy Administrator to the Assistant Administra- 
tor for Vocational Rehabilitation and Education. 

(3) Establish vocational rehabilitation and education centers, and 
transfer administrative functions of the program from regional offices 
to these centers. 

(4) Assign to the Assistant Administrator of the department re- 
sponsibility for obtaining adequate functional services in the field and 
for coordinating these services with the technical programs of the 
department. 

(5) Provide the Assistant Administrator with required functional 
staff at central office to assist, under his direction, in determining and 
obtaining the services required for effective performance of the 
program. 

Although this plan of organization will not reduce coordinating 
effort to the extent that it will be reduced for the three programs dis- 
cussed previously, it does provide a direct line of authority. over field 
operations of the program and assigns to the Assistant Administrator 
complete responsibility for effective operation of the program. Di- 
vided responsibility for and authority over the program are thereby 
eliminated. Centralization of administrative activitiesin a compara- 
tively few vocational rehabilitation and education centers will reduce 
administrative costs of the program substantialy. 


5. Establish a Loan Guaranty Department to administer the loan 
guaranty program 

Loan guaranty is a principal benefit program of the Veterans 
Administration and should be established as an operating department 
in the organization under direction of an Assistant Administrator. 
Like the other operating departments, it should be given control over 
those functions that are directly concerned with the administration 
of its program benefits. 

The Assistant Administrator should be responsible for administra- 
tion of the loan guaranty program in central office and in the field, 
as established by title III of the Servicemen’s Readjustment Act 
of 1944, as amended; for provision of effective service to veterans; 
for efficient operation of the department; and for the administrative 
cost of the program. 
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The loan guaranty program is similar to the vocational rehabilita- 
tion and education program in that some of its direct services require 
personnel in widely dispersed locations. These activities should be 
continued with personnel located in regional offices as required. As 
with vocational rehabilitation and education, however, administrative 
activities of the program should be withdrawn from regional offices 
and centralized in loan guaranty centers. These centers should be 
located in selected regional offices, and auxiliary services required by 
the program should be provided by the managers of these regional 
offices on a service basis. 

Managers of loan guaranty centers should report to the Assistant 
Administrator of the department and should be responsible for obtain- 
ing from the regional office managers the amount and quality of 
services required for effective execution of the loan See nae program. 
To assist the department in these respects, the Assistant Administrator 
should be provided with staff representatives for each of the functions 
involved. 

The establishment of the department as recommended will require 
the following changes in organization: 

(1) Tr: ansfer responsibility for field operations of the loan guaranty 
program from the Deputy Administrator to the Assistant Adminis- 
trator for Loan Guaranty. 

(2) Transfer responsibility for central office activities of the loan 
guaranty program from the Assistant Administrator for Finance to 
the Assistant Administrator for Loan Guaranty. 

Transfer responsibility for professional direction of legal 
activities of the program in the field from the solicitor to the Assistant 
Administrator for Loan Guaranty. 

(4) Establish loan guaranty centers, and transfer administrative 
functions of the program from regional offices to these centers. 

(5) Assign to the assistant administrator of the department respon- 
sibility for obtaining adequate functional services in the field and for 
coordinating these services with the technical programs of the 
department. 

(6) Provide the Assistant Administrator with required functional 
staff at central office to assist, under his direction, in determining and 
obtaining the services required for effective performance of the 
program. 

Establishing loan guaranty as an operating department will give 
required organizational recognition of the importance of the loan 
guaranty program in relation to the other programs and services of 
Veterans Administration. It will unify administration of loan guar- 
anty program activities and permit the Administrator to hold the 
Assistant Administrator of the department completely responsible for 
the effective operation of the program. 

As a major department, Loan Guaranty c an obtain grades for key 
personnel comparable to those in the other major departments. This 
should result in improved performance. The Assistant Adminis- 
trator will have full authority needed to coordinate activities of the 
program and to perform an effective job. 

Under the proposed plan, less coordination of loan guaranty activ- 
ities will be required by top management at central office. 
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6. Establish a Veterans Service Department for administration of the 
contact program 

The major mission of Veterans Administration is to provide prompt 
and effective service to veterans and their dependents and beneficiaries. 
In carrying out this mission, it is important that Veterans Adminis- 
tration provide offices throughout the country where the veteran can 
go to obtain information about any and all of the substantive veterans’ 
benefits and services authorized by law and available to him and where 
he may receive advice, guidance, and assistance in applying for suc! 
benefits and services as he may desire. It is at these offices that vet- 
erans have by far the greater share of their contacts with Veterans 
Administration. Other than for medical care, treatment, and exam- 
ination, and for vocational guidance, there is no necessity for direct 
personal contact between veterans and Veterans Administration in 
the processing of applications, once they have been prepared; in the 
awarding of benefits or services; and in the administrative processes of 
subsequent and containing provision of these benefits and services. 

This important direct personal service is being performed by contact 
representatives in regional and VA offices and in hospitals. The 
entire program is administered by the Contact Service under the 
Assistant Administrator for Contact and Administrative Services. 

Thus, Contact Service is the main channel of service to veterans. 
Because of its importance to veterans and to the performance of the 
major mission of Veterans Administration, it should be established as 
a separate operating department of Veterans Administration in 
charge of an Assistant Administrator. As indicated, this department 
should be given the more meaningful and significant title of Veterans 
Service Department. 

The Assistant Administrator should be responsible for determining 
the need for personal service to veterans and for establishing, main- 
taining, and operating offices required throughout the country for the 
provision of such direct personal service. He should be responsible 
for providing veterans with information about benefits and services 
available to them; for advising and assisting them in making applica- 
tions; for expediting, insofar as possible, the processing of applica- 
tions; and for handling promptly such inquiries and complaints con- 
cerning subsequent service as may be directed to the Veterans Service 
Department. 

As indicated in the two previous recommendations, vocational re- 
habilitation and education centers and loan guaranty centers should 
be located at selected regional offices. These regional offices should 
be responsible for providing auxiliary and residency services for these 
centers. In view of this requirement it is recommended that adminis- 
tration of veterans’ service activities also be centralized in these 
selected offices and that such offices be called veterans service centers. 
Managers of veterans service centers should report and be responsible 
to the Assistant Administrator for Veterans Service. In turn, man- 
agers of remaining regional offices should report to managers of vet- 
erans service centers as assigned, 

Managers of veterans service centers should be responsible for diree- 
tion of aie ans’ service activities in the center, in ‘assigned regional 
offices and in VA offices included in the immediate territory of the 
center. They should be responsible for maintaining and operating 
the center office and for providing required residency services to em- 
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ployees of the Vocational Rehabilitation and Education and Loan 
Guaranty Departments housed in the office. Finally, they should be 
responsible for providing auxiliary staff services for these two depart- 
ments in the amount and ¢ quality stipulate -d by the respective managers. 

Regional office managers should be responsible for supervision of 
veterans’ service activities in the regional office and in assigned VA 
offices, for maintenance and oper ation of the regional office and for 
provision of residency services to employees of other departments 
located in the office. 

Under the proposed plan of organization, the Assistant Administra- 
tor for Veterans Service should be assigned three other major responsi- 
bilities. He should be responsible for the activities of the Foreign 
Relations Service, which should be transferred to the Veterans Service 
Department. He should also be responsible { or direction of public 
information services in the field. The present field representatives of 
Information Service should re port to veterans serv ice center mané gers 
and under their direction should develop public information programs 
for the center and assigned regional offices and maintain relations with 
press and radio throughout the center territory. They should also 
provide advice and guid: ince to managers of centers of other programs 
with respect to their public information programs as requested. Both 
the foreign relations and information activities are of a public-rela- 
tions nature which coordinate well with the major function of Vet- 
erans Service Department, that of providing information and assist- 
ance to veterans. 

A third additional activity included in the Ve arans Service Depart- 
ment under the proposed plan of organization is the guardi: anship 
program. Guardianship activities in the field are another form of 
service to veterans which is not part of any substantive program but 
which is a service required by at least three of the substantive pro- 
grams: Claims, insurance, and vocational rehabilitation and educa- 
tion. ‘The guardianship activities require direct personal contacts 
with veterans and their dependents and, therefore, should be widely 
dispersed throyghout the country. In both respects they can be easily 
coordinated with other activities of Veterans Service Department. 

The organization of the Veterans Service Department will have 
several important beneficial results. It will give this important fune 
tion of Veterans Administration the organization status which if 
justifies and deserves. It will provide for unified administration of 
personal services to veterans and of related activities throughout the 
country. It will provide a direct line of authority over VA and 
regional office activities through veterans service centers within a 
logic: al and reasonable span of supervision. The Administrator may 
hol | the Assistant Administrator completely responsible for admin- 
istration of these related activities and for operation of veterans serv- 
ice centers, regional offices, and VA offices; for effective provision of 
required personal contact service to veterans; and for the cost of these 
programs. 

The following changes in organization will be required to accom- 
plish the proposed plan: 

(1) Transfer the Contact Service from the Office of the Assistant 
Administrator for Contact and Administrative Services to the Vet- 
erans Service Department. 
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(2) Establish the Foreign Relations Service as a service within 
Veterans Service Department. 

(3) Convert selected regional offices to veterans service centers, as- 
sign territories and establish reporting relationships of regional office 
managers to center managers. 

(4) Transfer responsibility for direction of veterans service centers, 

regional offices, and VA offices from the Deputy Administrator to the 
Assistant Administrator for Veterans Service. 

(5) Transfer field representatives from Information Service to 
veterans service centers. 

(6) Transfer responsibility for guardianship field activities from 
the solicitor to veterans service centers. 


nw 


?. Establish an Operating Department for administration of con- 
struction and real-estate activities 

As indicated previously, supply activities in the field become the 
responsibility of the respective operating departments, with the Vet- 
erans. Service Department providing supply services for the voca- 
tional rehabilitation and education and loan guaranty centers. A 
later recommendation establishes a staff department in central office 
for agency administration of the purchasing and supply function. 

It has also been recommended that maintenance and operation of 
utilities and other plant facilities and safety and fire protection at 
hospitals and domiciliaries be transferred to the Department of 
Medicine and Surgery. For the few remaining field stations not 
under operation of General Services Administre ition, Veterans Serv- 
ice Department will be responsible for maintenance and operation. 

With the transfer of these responsibilities as indicated above, the 
Assistant Administrator for Construction, Supply, and Real Estate 
will be responsible for direction of the construction program of 
Veterans Administration and for management of real estate. Since 
the construction program involves supervision of work in the field, 
it is recommended that these activities be organized as the Construe- 
tion Department with operating responsibility for such field activities 
as are required from time to time by the program. 

The Assistant Administrator of the department should be respon- 
sible for design of facilities to meet the needs and requirements of 
the program dep: irtments, for estimates of their costs, for construc- 
tion of facilities in accordance with approved jlans as authorized 
and for control over construction budgets and major alterations, addi- 
tions, and betterments and costs. In addition, he should be respon- 
sible for management of real estate and for the handling of real- 
estate transactions (other than those which are a part of and arise 
from the loan guaranty program.) Finally, as chief engineer of 
Veterans Administration, he should be responsible for establishing 
general policies, programs and standards governing maintenance and 
operation of utilities and other plant facilities of Veterans Adminis- 
tration and safety and fire protection. In this respect he is acting 
in a staff capacity. However, this exception to the general principle 
of segregation of operating and staff functions is necessary to avoid 
duplic ation of engineering talent in the organization. 

The formation of the Construction Department will provide Vet- 
erans Administration with the organization and talent required for 
administration of the sizable construction program of the agency. 
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At the same time transfer of extraneous functions now combined with 
these to the program departments requiring them will eliminate one 
of the heaviest burdens of coordination presently existing at the top 
management level. 


8. Consolidate budget and finance staff functions to form the Budget 
and Finance Department 


The Budget and Finance Department should include all those fune- 
tions presently performed by the Budget Service, the Research Di- 
vision functions of Coordination Service, the Finance Management 
Service functions, the maintenance of control and general ledger 
accounts for the agency, and certain other miscellaneous accounting 
actions which’ require centralized handling for the agency. These 
are detailed in volume IIT. Other daily routine oper ations now per- 
formed by Finance in central office should be transferred to operating 
departments or, in the case of accounting for central office operations, 
to the Administrative Services Department recommended later. 

As a staff department the Budget and Finance Department under a 
controller should provide expert ‘staff assistance to the Administrator 
and Deputy Administrator and should supply technical knowledge and 
assistance to operating departments on fiscal and budgetary matters. 
The controller should be responsible to the Administrator for: 

(1) Development of policies, plans, and procedures concerned with 
budgetary, accounting, and control activities for uniform application 
throughout the agency. 

(2) Administration and consolidation of the agency budgets. 

(3) Maintenance of close liaison with the Bureau of the “Budget, 
the appropriations committees of Congress, the Treasury Department, 
and the General Accounting Office. 

(4) Maintenance of agency-wide accounts and controls over the 
distribution and use of appropriated funds. 

(5) Interpretation, for the Administrator and operating depart- 
ments, of regulations, decisions, and directives promulgated by the 
Treasury Department, the General Accounting Office, and the Bureau 
of the Budget. 

(6) Preparation, consolidation, and interpretation of top manage- 
ment financial reports and statistics. 

(7) Direction of financial audits of all finance activities in the 
organization, and provision of technical advice and assistance to op- 
erating departments as required. 

(8) Appraisal for the Administrator of results of budget and 
finance activities throughout the agency. 

Establishment of the Budget and Finance Department will bring 
together under one direction two interrelated but now separated 
functions. It will permit closer coordination of fiscal and budgetary 
practices and eliminate duplication of activities. 

The consolidation will provide the Administrator with required 
staff assistance on all financial matters of the agency. Moreover, it 
will provide a single point in the organization for liaison with out- 
side governmental agencies on fiscal and budgetary matters. 

The combination of activities will permit the ‘development of a 
system of accounting which provides control data that are integrated 
with the budget. Also, by removal of responsibility for daily routine 
finance operations, the Budget and Finance Department will be in a 
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position to concentrate on policy formulation and planning of agency- 
wide fiscal activities. 


Organization changes required to establish the department as 


recommended are: 

(1) Transfer responsibility for budget and finance activities in field 
stations from the budget director and the Assistant Administrator 
for finance to the Assistant Administrators of the respective programs. 

(2) Integrate Budget Service as a part of the Budget and Finance 
Department. 

(3) Transfer the Research Division of Coordination Service to the 
Budget and Finance Department. 

(4) Transfer operating functions performed for the various pro- 
grams by Finance in central office to selected field stations. 

(5) ‘Transfre operating functions performed by Finance for central 
office activities to the Central Office Management Service of the Ad 
ministrative Services Department. 


9. Establish a legal department under direction of a general counsel 


At present the solicitor is performing both staff and operating func- 
tions. Inastaff capacity he is the legal authority of Veterans Admin- 
istration, responsible for interpretation of legislation and for estab- 
lishment, through Solicitor’s opinions and Administrator's decisions, 
of the legal limitations within which Veterans Administration must 
conduct its operations. In this capacity he also reviews regulations, 


technical bulletins, instructions, and similar material to assure that 


legal limitations are being complied with and determines policies 
governing the conduct of legal work throughout the agency. In his 
operating capacity he directs gu: irdianship | activities in the field and 
chief attorneys in the conduct of general legal and loan guaranty 
legal work. 

Under the proposed plan of organization these latter operating func- 
tions should be transferred to operating departments. The respon- 
sibility for loan guaranty legal work in the field should be assigned 
to the Assistant Administrator for Loan Guaranty, who should have 
a legal counsel on his staff to assist him in this function. Responsi- 
bility for conduct of the guardianship program and supervision of 

general legal work in the field should be delegated to the Assistant Ad- 
ministrator for Veterans Service, who, likewise, should have a legal 
counsel on his staff. 

These changes will provide operating departments with the authority 
required over legal functions to integrate them properly with other 
phases of operations. They will minimize coordination at the top 
level of organization, and they will remove from the Legal Depart 
ment in central office consideration of many operating details, leaving 
the personnel of the department free to perform the important legal 
staff work required in an agency of this nature. This will provide 
the Administrator with an effective legal staff to advise him and assist 
him in interpretation of and comphance with laws pertaining to 
veterans’ affairs. 

10). Establish a Personnel de partment to provide staff Agsistance lo 
the Administrator 


Operating functions of the Assistant Administrator for Personnel 
should be assigned to the respective operating departments, and assist- 
ant administrators in charge of operating departme nts should be pro- 
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vided with staff personnel officers to assist them in personnel adminis- 
tration throughout the related field stations. T - personnel activities 
relating to employees of central office should be transferred to the 
Central Office Man: igement Service of the Administrative Services 
Department. 

These changes will place the Assistant Administrator for Personnel, 
as head of the Personnel Department, in a purely staff position in 
which he can concentrate upon the development of sound personnel 
policies and practices for agency-wide application. In general, the 
personnel policies and programs of the agency are in accord with 
accepted principles of personnel administration. However, they are 
not well understood by operating executives throughout the agency 
nor have they received the support which is required in the operation 
of a large agency. This condition is due primarily to the fact that the 
Assistant Administrator and his staff have been so engaged with 
routine daily personnel actions that they have not devoted sufficient 
time to the more important staff functions of personnel administra- 
tion. Volume III presents numerous recommendations for strength- 
ening this staff operation. These changes in organization will place 
the department in a position to carry out these recommendations and 
will provide the Administrator with the strong staff assistance needed 
for effective personnel administration. 

11. Establish an Administrative Services Department 

It was previously recommended that Contact Service be transferred 
from the Office of the Assistant Administrator for Contact and Ad- 
ministrative Services and established as the nucleus of the separate 
Veterans Service Department. The remaining functions of the As- 
sistant Administrator should be organized as the Administrative 
Services Department to provide staff assistance to the Administrator 
on matters of office operation and administration. 

This department should establish policies and general procedures 
governing clerical and office operations and performane e standards 
for such work. It should provide technical assistance on such mat- 
ters to the operating departments and should appraise, for the Ad- 
ministrator, the results attained by these departments. In line with 
these responsibilities it should be responsible for standardization and 
control of forms, for correspondence improvement and for issue re- 
view and coordination, all functions pertaining to clerical and office 
work now being performed by Coordination Service. 

In addition to its staff functions, this department should provide 
three services which, by their nature, require centralized administra- 
tion. These are the operation of the Records Service Center, the 
operation of the Publications Service and the operation of the Central 
Office Management Service. The first two services are now being 
provided by “the Assistant Administrator for Contact and Adminis- 
trative Services. At present, however, there is no centralized man- 
agement of the Washington central office. Various Assistant Admin- 
istrators perform separate functions of office management related to 
assigned activities. These office management activities, therefore, can 
be coordinated only at the level of the Deputy Administrator. 

To correct this situation it is recommended that a Central Office 
Management Service be organized as a part of the Administrative 
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Services Department. The following activities should be transferred 
to this service: 

(1) The Departmental Recruitment, Personnel Relations, Classifi- 

cation and Processing and Records Divisions from the Office of the 
Assistant Administrator for Personnel. 

(2) The maintenance of administrative, employees’ and allotment 
accounts for central office operation, the vouchering of such disburse- 
ments and the maintenance of general accounts and records required 
for central office management from the Assistant Administrator for 
Finance. 

(3) Maintenance and building operation services, space allocation 
and requisitioning, storage, and “disbursement of supplies for central 
office from Construction, ‘Supply and Real Estate. 

(4) The Processing Section of the Medical Statistics Division 
from the Department of Medicine and Surgery. 

(5) The General Stenographic and Service Section from Finance. 

(6) The General Refence Library from Special Services. 

Centralization of responsibility for management of the central office 

will relieve Assistant Administrators of many routine and detailed 
matters which are now requiring their attention and will result in 
more efficient management of the office and better service. 

Establishment of a top staff department concerned only with mat- 
ters of office administration will provide more adequately for expert 
planning and guidance of these functions which have such an im- 
portant bearing on administrative costs in Veterans Administration. 


12. Establish a purchasing and supply department under the direction 
of a chief purchasing agent 

Purchasing and supply operations are among the most important 
top management functions of the agency. Purchases in fiscal year 

1951 totaled over $185,000,000, and supply inventories at the end of 
the year were valued at more than $24,000,000; yet these activities are 
not accorded top staff recognition in the present organization plan. 

It has been recommended previously that purchasing and supply 
activities relating to the medical program be placed under the direc- 
tion of the Chief Medical Director to provide for closer integration 
of these functions affecting the quality of care of patients with other 
functions of professional care. It also has been recommended that 
the supply functions required by other operating departments be 
performed under the direction of the 1 respective ‘Assistant Admin- 
istrators, except that Vocational Rehabilitation and Education and 
Loan Guaranty should receive supply service from Veterans Service 
Department. 

With the transfer of these operating functions to operating depart- 
ments, there remain to be performed certain agency-wide staff func- 
tions which should be transferred from Construction, Supply and 
Real Estate to the Purchasing and Supply Department. These are: 

(1) Development of policies governing procurement, storage, dis- 
tribution, control and conservation of supplies and equipment. 

(2) Development and issuance of regulations, general procedures 
and standard practices for the conduct of purchasing and supply 
iar ations. 

3) Analysis of markets and preparation of market forecasts. 
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(4) Development of market sources and maintenance of favorable 
relations with vendors. 

(5) Coordination of Veterans Administration procurement pro- 
grams with those of other agencies. 

(6) Establishment of specifications and standards for items used 
generally throughout the agency. 

(7) Placement of contracts for the foregoing items and for personal] 
services having application throughout the agency. 

(8) Handling of traffic and « lam: age claims for the agene y. 

In addition to performing these functions, the chief purchasing 
agent should be responsible ‘for advising and guiding operating de- 
partments with respect to purchasing and sup yply matters and apprais- 
ing, for the Administrator, the results of such operations. 

The proposed organization of purchasing and supply activities es- 
tablishes these staff functions at the top management level in accord- 
ance with their importance to Veterans Administration. It provides 
for delegation of responsibility for operating functions to operating 
departments and thus reduces the continuous coordinating effort of top 
management required by the existing plan of organization. 

13. Continue legislation as a Department under direction of an Assist- 
ant Administrator 

The activities of the Office of the Assistant Administrator for Legis- 
lation are well organized and are being performed in a true staff man- 
ner. They are needed and beneficial services and should be continued 
as the Legislation Department. 


. Retain the Board of Veterans Appeals 


This Board is established by law, as is its organization plan. It is 
operating effectively and providing a necessary service to veterans and 
to the Administrator. It should, therefore, be continued, under the 
direction of a Chairman. 


15. Retain information service as a top staff service 

The development of favorable public relations is an important top 
management function; therefore Information Service should be con- 
tinued under a director reporting to the Deputy Administrator and 
through him to the Administrator. Efforts of this service have been 
unduly restricted by Congress, much to the detriment of the agency. 
Recommendations for strengthening it are contained in volume III. 
The only change in basic organization recommended is the transfer of 


field representatives to the Veterans Service Department as previously 
discussed. 


Retain the Investigation Service as atop staff service 
Although the importance of this function to Veterans Administra- 
tion does not warrant top staff status, it is recognized that, if the 
function is to be performed at all, it must have suc +h status in order to 
be effective. It is therefore recommended that the service be retained 
under direction of a director reporting to the Deputy Administrator 
and through him to the Administrator. As indicated, however, the 


name should be changed to Investigation Service to indicate more 
precisely the nature of the responsibilities. 
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Transfer Foreign Relations Service to Veterans Service Depart- 
ment 

As discussed previously, this service is primarily devoted to the 

provision of contact services to veterans abroad and as such can be 

effectively directed and coordinated with the similar domestic services. 

As the number of veterans abroad has decreased, the importance of 

this effort has decreased correspondingly. It does not now warrant 
top staff classification. 


18. Eliminate Coordination Service 

Previous recommendations have covered the transfer of the Re- 
search Division of this service to the Budget and Finance Department 
and the transfer of functions related to office management to the 
Administrative Services Department. With the great reduction in 
coordinating effort which will result from adoption + of the new organ- 
ization plan, it will no longer be necessary to supplement management 
coordinating effort with a large staff of this type. It is therefore 
recommended that the remaining management functions of Coordina- 
tion Service be transferred to the Office of the Administrator as out- 
lined in volume IIT and that the Coordination Service be eliminated as 
a separate unit of the organization. 


19. Realine the field organization to meet program department 
re quire ments 


As indicated in the foregoing recommendations, the proposed plan 
of organization contemplates a direct-line relationship of direction 
and control between program departments at central office and pro- 
gram operations in the field on both the technical and administrative 
aspects of the work. 

The wide dispersion of locations for the administration of the sev- 
eral programs presents an almost impossible coordination and control 

condition for adequate management by each program department. 

Analysis of the operations in the field discloses several significant 
facts affecting their location and relationships. First, the nature 
of the substantive activities of the programs requires little if any 
common administration. Second, the need of veterans for personal 
contact with most program functions is nonexistent. And, finally, 
the needs of the program in terms of outside relations, transportation, 
communications, and size of office for most effective administration 
differ substantially between programs. 

The conclusions drawn from this analysis are presented in the 
following three recommendations: 

(1) Eliminate the common administration provided to the pro- 
grams by the regional offices, district offices, and centers, and provide 

ach program with the administrative management and_ services 
required to conduct its operations effectively. 

2) Fae the minimal needs of veterans for personal service, 
and in each program disperse geographically only those functions 
st dite to meet caesar needs for service. 

(3) Reduce the number of locations in each program at which 
operations are administered, and locate administrative centers in 
accordance with the specific criteria which represent the needs of 
individual program departments. 
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The advantages to be gained from acceptance of these proposals 
are substantial. The fewer number of administrative centers for 
each program will provide a manageable load for effective direction 
and control by the program departments in central office. The in- 
crease in size of administrative centers over present dispersed offices 
will permit better utilization of personnel and integration of opera- 
tions and will require fewer numbers of both clerical and executive 
personnel. Uniformity of action within a program will be facilitated 
by reason of having fewer offices to coordinate. Considerable cost 
savings should be achieved through this consolidation. And, at the 
same time, full and adequate service to veterans will be retained. 

As will be seen in subsequent volumes, such independent deter- 
mination by each program department of the number, location, and 
territorial alinement of administrative centers will result in terri- 
tories which do not coincide, and those of one program may overlap 
one or more of another program’s territories. 

To the uninformed or to those who are not familiar with the in- 
ternal operation of the several programs, this condition of field jur- 
isdiction may appear to present administrative problems. This, how- 
ever, is not the case. Only with respect to provision of auxiliary serv- 
ices to vocational rehabilitation and education and to loan guaranty 
is an administrative problem presented. To eliminate administra- 
tive difficulties in this respect, minor deviations from established eri- 
teria were made in establishing centers and their territories for these 
programs. 

The veteran seeking counsel and assistance from the Veterans Ad- 
ministration need not concern himself with the several program juris- 
dictions in which he is located. He need only know and make use of 
the agency office nearest his home where he will receive service on 
any Veterans Administration program to which he is entitled. 

Within the Veterans Administration the veterans service repre- 
sentative, who will process veterans’ requests to program operations 
for handling, needs to know at the most only the three program cen- 
ters having jurisdiction over his immediate area. 

This recommended approach to the realinement of the field organ- 
ization structure is one which provides the most effective program 
administration of operations, at the lowest administrative cost, and 
yet provides continuing complete service to veterans. 

The recommended plan of organization, outlined in this chapter 
and discussed in detail in subsequent volumes of this report, clearly 
defines and separates staff functions from operating functions. This 
is portrayed graphically on exhibits X and XI. The first exhibit 
shows the existing responsibilities for staff service functions, program 
staff functions, and program operating functions. Staff service fune- 
tions are further divided to reflect their primary objectives with re- 
spect to external and internal responsibilities of the agency. 

Staff service responsibility includes formulation of service policies, 
plans, and procedures; maintenance of liaison; and provision of tech- 
nical advice and assistance to persons or organizational units respon- 
sible for conducting program operations. 

The Board of Veterans Appeals and Legislation, both of which 
perform staff functions as a service to the operating programs, are 
concerned primarily with elements outside Veterans Administration. 
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The Board of Veterans Appeals is concerned with the special veteran 
ublic, while Legislation 1s concerned with the special official public. 
hey are indicated in the exhibit as having external staff responsi- 

bility. 

Budget Service, Coordination Service, and Inspection and Investi- 
gation Service are concerned primarily with the performance of staff 
functions for the internal elements of Veterans Administration. They 
are indicated in the exhibit as having internal staff responsibility. 

Program staff responsibility includes the formulation of programs, 
policies, plans, and procedures and the direction of operations con- 
cerned with provision of benefits and services. Program operating 
responsibilities involve the actual conduct of operations. 

Insurance, Claims, Vocational Rehabilitation, and Education and 
the Department of Medicine and Surgery show that they have both 
program staff and operating responsibility. All develop their oper- 
ating programs and direct their operations throughout the field, indi- 

‘ating program staff responsibility. In addition, each performs some 
operations in central office and is charged, therefore, with operating 
responsibility. 

The field offices and Foreign Relations Service are shown as having 
operating responsibility only. In all cases they actually perform 
operating functions but look to central office for direction in the con- 
duct of their operations. 

Study of the present location of management responsibilities shows 
that many organizational units in the top management structure have 
more than one primary responsibility and some have as many as three. 
For example, in Finance we find internal staff service responsibility 
for rendering financial advice and assistance and for formulating 
finance policies; plans, and procedures. Also, Finance has program 
staff responsibility for the loan guaranty and readjustment allow- 
ance programs, and actually develops the policies, plans, and pro- 
cedures of those programs and directs their operations. Finally, 
Finance performs operations in handling all central office finance 
transactions both for the central office staff and for program opera- 
tions conducted in central office. 

Exhibit X indicates those areas where operating and staff responsi- 
bilities tend to become confused. Moreover, it also points to the 
confusion existing in the operating control of field operations. Each 
of the major programs recognized in the present plan of organization, 
although established and charted as a staff element, actually performs 
operating functions. 

Exhibit XI indicates the clarification of the various types of re- 
sponsibilities under the proposed plan of organization. Only in a 
few minor instances are program staff, staff service, and program 
operating functions combined. 

This essential separation of staff and operating functions will sim- 
plify coordination of activities and will enable greater concentration 
on the planning and programing of all activities to the benefit of 
the entire operation. 

The well-defined lines of authority over operations established by 
the proposed plan will eliminate much of the coordinating effort 
which now requires a great amount of the time of central office execu- 
tives. It will facilitate action and remove the confusion which now 
exists in the field concerning the lines of responsibility. 
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As a result of the clarification of staff and operating responsibilities 
and the establishment of well-defined lines of authority over field 
operations, the Administrator will be in a position to hold the respec- 
tive executives completely responsible for each major operation of 
Veterans Administration. 

Establishment of operating departments with direct authority over 
respective field operations ones reasonable spans of control which 
are possible of attainment. Instead of having 216 executives report- 
ing to him, the Deputy Administrator will have 16. Development 
of the detailed organization structures of each operating department 
in subsequent volumes provides for similar reductions in span of 
control within each department. 

The proposed plan provides for needed flexibility in location and 
organization of field operations. It recognizes the Independence of 
each program and eliminates the outmoded grouping of programs 
in regional offices. It provides for geographical extensions of services 
as required and for centralization of ‘administrative operations in a 
relatively few major centers. This flexibility will not only improve 
service to veterans but will also enable Veterans Administration to 
reduce administrative costs substantially. 

Under the proposed plan responsibility for operating decisions may 
be delegated down through the structure as is required to expedite 
the work. This too should facilitate action, with resulting improve- 
ment in service to veterans. 

Recognition is given in the plan to the various functions of Vet- 
erans Administration in accordance with their importance to the 
agency. This will enable the agency to obtain adequate classifications, 
grades, and salaries for the caliber of executives required by the 
various functions. 

The plan is one which can be readily adapted to changing condi- 
tions without change in the basic organization structure. Should 
new substantive programs be created by legislation action, new 
operating departments can be added without requiring changes 
in existing operations. Conversely, if one of the existing programs 
is discontinued, this can be accomplished without disturbing thé others 
in any way. Finally, as workloads change either in total or in geo- 
eraphical location, corresponding changes in field organization c an 
be made within each program without disturbance of other field organi- 
zations. 

The plan of organization provides for direct personal management 
throughout inste ad of the present remote management through direc- 
tives and field inspections. The improvement in morale, in operating 
effectiveness and in service to veterans which will result from this new 
concept of organization and management will provide Veterans Ad- 
ministration with an effective answer to the constant criticisms which, 
justifiably or otherwise, have been directed toward this agency. 


Il. TOP MANAGEMENT RECOMMENDATIONS 


Numerous operational recommendations are made in subsequent 
volumes of this report for each of the programs of Veterans Admin- 
istration. In addition to these specific recommendations dealing with 
program details, there are several suggestions of a top management 
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nature that apply to all programs and the over-all direction of the 
operation. These are presented in this chapter. 
1. Encourage and require long-range planning in each of the programs 

Planning for the various programs in Veterans Administration is 
limited to a large extent to quarterly, semiannual, and annual fore- 
casts. Generally, long-range projections resulting from sound and 
thorough analyses of trends and possible future requirements have 
been limited to a few specific projects and have not been accomplished 
for programs in their entirety. 

Accurate long-range projections are of course difficult at best, and 
this is particularly true in Veterans Administration, whose programs 
and services are constantly affected by new congressional legislation, 
by budgetary limitations and reductions in force and, finally, by the 
vicissitudes of international relations and war. Granted, therefore, 
that Veterans Administration is confronted with a particularly diffi- 
cult problem of planning ahead, there is still need for greater atten- 
tion to this phase of top management in this agency. 

Each Assistant Administrator in charge of an operating depart- 
ment should be encouraged, and in fact required, to develop long-range 
administrative plans and projections of operating needs for the guid- 
ance of the executive personnel in his department. 

Administrative planning involves the establishment of objectives 
for each function of the operation and the development of programs 
which comprise anticipated changes in operations at specific times or 
under certain conditions. Planning should include forecasts of re- 
quirements for personnel, facilities, organization structure and funds 
under varying anticipated or probable conditions. All of these re- 
quirements are interrelated so that a change in one will often affect 
the others. Consequently, any plan for one segment should contain 
plans for the others as well. Integrated planning of this type will 
provide an intelligent and well-considered basis for future action. It 
will assure that all factors have been taken into consideration before 
action is finally taken. 

The first step in administrative planning is the analysis of operat- 
ing activities and the determination of the volume factors which form 
the basis for planning. ‘This should be done by the central office staff 
in order to maintain uniformity of approach to planning throughout 
the department. 

A second step in the development of long-range plans is the analysis 
of trends to determine probable future conditions under which opera- 
tions will be performed. Frequently it will be advisable to establish 
several different sets of conditions which might prevail as bases for 
comprehensive planning to meet any conceivable situation. 

Each field station should then determine future needs and required 
actions under each set of conditions based on the predetermined 
volume factors. For example, at any one station the number of em- 
ployees required will vary in some relationship to the volume of work. 
Also, as the number of employees required expands or contracts, the 
organization structure will need adjustment and requirements for 
facilities will change. In developing such plans the manager should 
consider such questions as: at what activity: level should personnel be 
increased or reduced; what organization changes should’ be made as 
personnel requirements change; at what personnel level: should me- 








218 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


chanical methods be employed or discontinued ; and what effect do all 
of these decisions have on the funds required? Such plans, once de- 
veloped and approved, provide the manager with a set of objectives 
toward which he can manage his operations. The Assistant Admin- 
istrator is then in a position to delegate authority to the manager to 
take planned actions as required. 

The Assistant Administrator also needs to develop long-range plans 
for the department. He should analyze his personnel in terms of re- 
tirement of key people and establish plans for their replacement. This 
may necessitate the development of a training program to equip 
younger men to assume added responsibilities. He should determine 
the conditions which indicate needed changes, type or deviation of 
facilities and prepare a plan for taking required future action. He, 
too, should be concerned with the changes in organization structure 
required as the functions and number of employees change. 

Doatideiidion should be given to changes in departmental policies 
as operating conditions change. In this manner the Assistant Ad- 
ministrator can and should develop long-range plans to guide de- 
partmental operation. 

Planning of a similar nature is required in placing provisions of 
new legislation in effect. As with long-range shaadi criteria to be 
used in determining personnel, facility, organization and fund re- 
quirements should be provided to field stations by central office. De- 
tailed plans should be prepared by managers of field stations on these 
bases and sent to central office for review, approval and consolidation. 
It is suggested that a standard format for the submission of plans 
be adopted so that there will be assurance that all factors have been 
given consideration. Such a format should include such factors as 
the following: 

(1) Basie policy—tThis section should contain a copy of the law 
or laws and the proposed regulations necessary to interpret the law, 
including reasons for their need. 

(2) Program operations—The proposed plan of organization for 
the program operations should be shown, including functional state- 
ments of responsibilities. An estimated staffing pattern should be in- 
cluded, showing job titles, classifications, number of people and, in the 
case of new positions, job descriptions and personnel specifications. 
Departmental policies should be included which govern these opera- 
tions, whether they are newly developed or are already in existence. 
This section should also contain procedures and forms designed to 
operate the program. 

(3) Finance operations.— 

(4) Administrative services operations.—Both of these sections 
should contain substantially the same type of data for the indicated 
functions. Additional organization positions, personnel procedures 
and forms required should be indicated, and any new policies needed 
should be clearly stated. 

(5) Personnel.—This section should summarize the personnel re- 
quirements to operate the new program. It should include the new 
positions established, showing job descriptions and classifications. 
The total number of employees by grade that need recruitment should 
be listed. The outline of any training programs required should be 
included. 
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(6) Facilities.—This section is provided for listing the facilities 
estimated to be necessary, such as office furniture, office equipment, 
special files or tubs and mechanical equipment. Indicated here should 
be the estimated space requirements and the locations of the operations 
in the field. If new building is necessary, the general plans and esti- 
mates of cost should be listed. 

(7) Budget—Under this section should be included the estimated 
funds for both the benefit payments and the expenses of operation, 
including the bases for their calculation and justifications for the 
expenditures. 

(8) Reports.—C ‘ontrol reports for use by the department and con- 
templated for the administrator should be listed here, including in- 
structions for their preparation and facsimiles of their format. 

(9) Directives. —This last section should contain a series of direc- 
tives for implementing the operation of the program. 

This organized method of planning and presenting new programs 
will assure both the Assistant Administrator and the Administrator 
that all phases ef the program have been given adequate attention by 
the staff and will serve as a record of action taken. It also provides 
a well-integrated vehicle for implementation by field executives. 

The arrangement of the report in sections complete within them- 
selves permits the Assistant Administrator and the Administrator to 
submit them to respective staff executives of the Administrator for 
their review, comments, and suggestions. It also permits the field 
managers to distribute the sections to their executives to implement 
the program. Finally, it will serve as a means of coordinating initial 
installation efforts. 

Administrative planning is not a one-time job; nor are the programs 
resulting from it static. Planning is a continuous activity requiring 
constant analysis to meet changing conditions which affect operations. 
Similarly, the objectives and programs resulting from long-range 
planning are subject to change and refinement as analysis discloses 
additional information and changing conditions. 

The advantages, both direct and indirect. to be gained through long- 
term administrative planning are many. The searching analysis 
required is excellent training for those involved. It forces the analyst 
to cig deep into the cause and effect of the factors of operations and 
hence increases his understanding of the basic elements of operations. 
It makes the field managers members of the management team and 
takes full advantage of their knowledge and experience. 

Planning minimizes errors of omission or commission which usually 
result from expedient action. The resulting objectives and programs 
represent predetermined standards which permit delegation of author- 
itv and control through exception. Gradual changes to new condi- 
tions can be made without the disrupting effects of directives from 
central office requiring immediate and unplanned action. 

A planned program of operations should place the agency in a 
better position to withstand, and in fact to take action prior to, pres- 
sures exerted by Congress and outside interested groups. Finally, 
planning assures uniform understanding throughout the organiza- 
tion as to what is to be accomplished, where and under what circum- 
stances action is to be taken and who is responsible for it. 
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2. Change policies in budget administration 

The policies governing budget administration do not conform to the 
principles of good budgeting i in two respects. In the first place, the 
use of uniform average “standards for the development of budget esti- 
mates under conditions which may vary widely does not produce 
budgets which reflect actual conditions and needs in all cases. In the 
second place, changes in budgets necessitated by reductions in appro- 
priations requested are made arbitrarily at central office. 

Each unit of organization should be permitted to estimate its re- 
quirements for salaries and expenses on a realistic basis. The geo- 
yraphical location of offices, office lay-out, type of equipment and 
‘aliber of personnel are all factors which differ from station to station 
and which affect the methods to be used for most effective operation. 
Estimates, therefore, should be based on the conditions existing at 
the station rather than on an over-all average standard. This will 
result in a budget that more nearly meets the needs of the individual 
station, and the reby provides for more effective management control. 

Those responsible for determination of original budget estimates 
should be consulted concerning any subsequent changes required. The 
manager who analyzed the needs and estimated the fund requirements 
is in the best position to designate the specific items which can be 
reduced with least detriment to operations when such reductions are 
necessary. Decisions with respect to budget details should not be 
made at central office on the basis of averages and over-all percentages 
applied without detailed knowledge of specific situations. 

Much more realistic and usable budgets will result from applica- 
tion of these policies. Operations in “the field will be facilitated. 
The important factor of morale will be substantially improved when 
control of operations through budgets is placed in the hands of the 
individuals who are most intimately concerned and who have the 
responsibility for meeting the budgets. 


>. Revise plan of policy ISSUE 


Policies are the expression of the general principles which govern 
the general course of future action. Policies, therefore, should be 
clearly expressed in concise, understandable language to assure uni- 
form understanding and interpretation. They should be published 
separately in a series of policy manuals so that they may be easily 
identified and referred to. These manuals should contain explanation 
of the reasons for and advantages of the stated policies, and should 
give examples of their application. This will provide a better basis 
for understanding and Judgment in their application. Statements 
of policies should be kept up to date and eee be reviewed frequently 
to eliminate conflicts which may occur as new or modified policies are 
developed. 

A standard format should be adopted so that the issues may be 
filed properly, so that they are readily identifiable as policies, and 
so that a system of indexing can be developed to facilitate their use. 
‘The policies should be cross-referenced with procedures which imple- 
ment them and which are presented in separate manuals. 

Other types of issues should be similarly segregated and issued i 
separate manuals. ‘Those required are: 

(1) Operating procedures; 
(2) Technical information; 
(3) General information, 
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Procedures and policies now included in Veterans Administration 
instructions and manuals should be incorporated in the policy man- 
uals or in the operating procedure manuals as required. Veterans 
Administration regulations and Administrator's decisions should be- 
come part of the policy manuals. Procedures should be deleted from 
technical bulletins, and these should be limited to purely informa- 
tional matter. Emergency issues should be made within the frame- 
work of the four classifications of issues recommended, and should 
be supplanted by permanent issues as rapidly as possible. = 

In addition to these recommended classifications of Issues, it Is 
suggested that all instructions pertaining to reports and report prepa- 
ration be combined into a report manual. 

The proposed plan for organizing the issue of directives and infor- 
mation to the organization will facilitate substantially their use by 
the operating men in the field. It will simplify the coatrol of direc- 
tives in central office and will clarify for employees the nature and 
scope of the different issue classifications. 


j. Accomplish top management coordination through a management 
committee 

In an operation as large as Veterans Administration, the coordinat- 
ing function is extremely impertant and one which requires a great 
amount of time and attention. Good coordination of management 
effort is attained only when e: ch executive is fully informed of all 
matters Which affect him and fally understands and accepts the part 
that he is to play in the teamwork approach to accomplishment of 
common objectives. 

Coordination of the various functions and programs in central office 
is presently accomplished largely through individual contact rather 
than through group meetings. In addition, coordination is attained 
through a third and disinterested party, Coordination Service, rather 
than by direct contact between executives. Central oflice executives 
generally rely upon Coordination Service to see that directives reflect- 
ing decisions which may affect other programs or functions are con- 
curred in by the others concerned. Each executive is contacted singly 
in turn by representatives of Coordination Service, and when one dis- 
agrees. with the proposal the entire circuit is covered again. This 
process continues until agreement is finally obtained from all execu- 
tives concerned. ‘Through this device coordination is carried on at 
arm'slength. It is a laborious, time-consuming, and expensive way to 
accomplish what could be done more effectively by group discussion. 

Although the proposed plan of organization will minimize require- 
ments for coordination substantially, there still remains the necessity 
for coordination of agency-wide matters. , 

It is recommended that a management committee, comprised of the 
16 executives reporting to the Deputy Administrator, be formed as a 
means of effecting the required coordination. The Deputy Adminis- 
trator should be chairman of the committee. One of the Assistant 
Deputy Administrators should act as secretary and prepare agenda 
for the meetings. The meetings should be regularly scheduled on a 
monthly basis or more frequently as occasion demands. 

_This committee should be used by the chairman to diseuss and coor- 
dinate agency-wide plans, policies, and objectives so that all top execu- 
tives are kept fully informed of such matters and so that they are 
working toward the same objectives with a clear understanding of the 
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responsibility of each in the actions required. The committee should 
consider the needs for changes in policy and programs affecting the 
agency as a whole, particularly those which relate to agency “staff 
functions, such as personnel, finance, purchasing, and supply and 
administrative services. The committee should not consider matters 
of routine affecting only one function or program. It should be an 
advisory body only, and its action should be confined to recommen- 
dations. 

In addition to providing an effective means of coordinating opera- 
tions at the top level, the management committee will enable the 
Administrator to obtain quickly group reactions to new ideas and con- 
templated changes in policy. It is a convenient means with which 
he can obtain the full benefit of the extensive experience and knowledge 
represented by this group of executives. Properly conducted, the 
management committee will encourage free interchange of ideas and 
opinions among executives, will built mutual confidence, and will foster 
a spirit of teamwork so essential to effective administration. 


Delegate greater responsibility and authority for operations to field 

evecutives 

As previously stated, present operations are characterized by highly 
concentrated direction by central office. To a great extent this is a 
result of an organization plan which provides no adequate channels 
of organization through which authority can be readily delegated and 
which encourages centralization of authority by retention of many 

phases of the operation at central office. The proposed plan cor rects 
ans conditions and provides clear channels of organization through 
which authority can be delegated. Under this plan, authority com- 
mensurate with responsiblity should be delegated to managers of 
field stations so that they become managers in fact as well as in title. 

Field station managers should be delegated authority over organi- 
zation, personnel, facilities and equipment, methods and funds neces- 

sary for effective operation. Central office should limit its estab- 
lishment of organization and stafling pattern in field stations to the 
division chief level, and even this level should be established in con- 
junction with the managers to provide for flexibility required by 
varying conditions and workloads. Below this level, field managers 
should be permitted to use discretion in organizing field stations as 
directed by experience and local conditions. 

The selection of personnel to fill positions should be accomplished 
in all cases through action at the two levels of organization immedi- 
ately above the position being filled. The immediate superior should 
recommend and appoint, and the executives at the second level above 
the position to be filled should approve. 

The field manager should have authority to establish position de- 
scriptions and grade classifications in line with the authority for 
selection of personnel discussed previously, which is up to the di- 
vision level. Division positions should be approved in central office 
upon recommendation of the field station manager. Position deserip- 
tions and classifications established by managers should be audited 
by departmental personnel officers on the staffs of assistant adminis- 
trators of operating departments. In addition, they will be reviewed 
by representatives of the Civil Service Commission. 
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Facilities and equipment for field stations should be approved by 
central office as a part of the station budget. Thereafter no further 
approval should be required of actu: al ne for items included 
in the budget. Items not included in budgets and those involving 
expenditures over prescribed limits should of course require specific 
ap prov al. : 

Mandatory procedures established by central office should be limited 
to those required to assure compliance with laws and requirements 
of other governmental agencies; to those essential to uniformity in 
the handling of records and information among field stations or be- 
tween departments; and to others which may be essential to imple- 
mentation of agency policies. Generally, determination of methods 
and procedures required for effective operation should be delegated 
to station managers so that flexibility to meet local conditions is 
assured. 

As recommended previously, field station managers should prepare 
budgets to meet local conditions and needs and should make necessary 
revisions in budgets required by approved appropriations. 

Given the authority outlined above, managers of field stations will 
be in a position to plan operations to meet individual conditions, to 
make decisions, and to take quick action as conditions change. The 
amount of correspondence with central office will be greatly reduced, 
as will directives and issues to the field. The morale of field personnel 
should improve. Finally, assistant administrators can and should 
hold station managers completely responsible for effective results. 
In the same manner they should take needed action to correct those 
situations where performance does not meet established standards. 
6G. Revise methods of control over field activities 

In line with the delegation of authority and responsibility to field 
station managers, discussed in a previous recommendation, the meth- 
ods of control over field activities should be revised. At present field 
activities are closely controlled by central office through establishment 
of innumerable limitations and restrictions and through approval or 
inspection of detailed transactions. Both of these practices preclude 
decision and action at the point where they are required and hence 
impede service to veterans. Both practices should therefore be dis- 
continued. 

Good control should be based on positive, not negative, action. The 
delegation of authority to field station managers should be a clear 
statement of what they can do and are expected to do. Reasonable 
standards of performance should be established for each of the fune- 
tions over which the field station managers have authority. Prompt 
reports of results compared with these standards should be presented 
to central office as one of the two major bases of control. Out-of-line 
conditions should be discussed with the responsible executives, and 
positive corrective action should be mutually determined. 

The other basic means of exercising positive control is through fre- 
quent personal meetings between field station managers and their im- 
mediate superiors to review operating problems and arrive at prac- 
tical solutions. In this manner , helpful counsel and assistance can be 
given to field station managers. Such action is an important respon- 
sibility of each executive and cannot be delegated to subordinates or 
performed by clerks. 
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More specifically, the following changes should be made in control 
methods : 

(1) Work measurement standards should be determined on the 
basis of individual station conditions. In most cases they can and 
should be established on the basis of time studies which reflect local 
abilities and methods. 

(2) Budgets should be established for each unit of the organization 
and field station. Managers should have authority to utilize approved 
funds allotted, to the best interests of effective performance within 
the limitations established by Congress and the Bureau of the Budget. 
This would eliminate necessity for establishment of personnel ceilings 
and for subsequent individual approval of expenditures already in- 
cluded in budgets. 

(3) Field inspections by supervisors should be eliminated. With 
clear statements of policies and general procedures and with delega- 
tion of authority within these limitations, reliance should be placed 
on field station managers to conduct operations appropriately. Fre- 
quent conferences and reviews of results and operating problems by 
responsible executives should be substituted for the procedural polic- 
ing which now takes place. This will place field station direction on 

positive management basis rather than on a negative clerical basis. 

This philosophy of control is based on the related ee that 
management attention should be given only to out-of-line performance 
und that full reliance should be placed on field executives in the use 
of good judgment in exercising delegated authority. The salutary 
effect that this change in philosophy of control will have on morale of 
employees and on service to veterans will far outweigh the negative 
results which may occur in those few instances where managers do 
not use good judgment and violate established policies and general 
procedures. 


>. Revise top management report structure 


A good report structure is a very valuable asset in any large opera- 
tion. Data and information to be reported should be « -arefully selected 
<o that only those facts which are most significant and have a direct 
bearing on the function or activity covered by the report are shown. 
This information should be provided in considerable detail at the 
lowest level of operating administration but should be progressively 
condensed as it Is reported to higher levels of administration. Top 
lanagement reports should reflect only those important situations 
which, if out of line, would require action at that level. 

Top management requires two types of reports, those presenting 
results of current and year-to-date operations which indicate operat- 
ing performance, and those which present historical statistical infor- 
mation to indicate trends of workloads and benefits and services ren- 
dered. The two types of data should be presented in separate reports 
clearly distinguished one from the other. 

There is need for a complete and comprehensive review of the report 
structure of Veterans Administration, which is the result of evolution 
rather than of a thorough study of requirements. Each top executive 
should analyze the reports he is receiving to determine exactly what 
purpose is served and what action he can take on the basis of the in- 
formation presented. He should then revise and streamline this report 
structure so that he is presented only with information which he uses. 
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In turn, reports received by these executives should be consolidated, 
condensed, and interpreted for use by the Deputy Administrator and 
the Administrator. 

Control reports should be on a comparative basis. Actual figures 
should be shown in comparison with measured standards, forecast 
results, budgets or, as a last resort, previous actual results. In this 
manner much of the significance of the actual figures is made apparent 
without additional analysis. Even so, control reports are of greatest 
value if accompanied by interpretative footnotes or digests which 
point up out-of-line performance. 

Of major importance is the timeliness with which reports are pre- 
sented. Control reports should be available within a few days of the 
end of the reporting period. On most control information the pro- 
cedure should provide for reports to be available not later than five 
working days after the close of the period. The principal purpose of 
these reports is to serve as a medium for generation of needed correc- 
tive action. No matter how well prepared they are, they serve little 
purpose if they are not presented promptly. 

Statistical reports should contain only information of interest to 
the executives receiving them. In many instances such reports are 
more significant if published on a quarterly or less frequent basis. In 
some cases graphic charts are more significant and more easily inter 
preted than statistical tabulaions. 

The Monthly Statistical Summary in its present form serves little 
purpose and should be discontinued or at least limited in its distribu- 
tion to the top executives at central office. Data contained therein per- 
taining to individual departments should be published for use within 
these departments only. 

A well-conceived system of reports, each serving an individual pur- 
pose. con be of invaluable assistance to management at all levels of the 
orge) Z.t10n. 

&. Develop a positive information program 

Greater public information effort is required not only to improve 
public understanding and appreciation of Veterans Administration 
and its programs but also to obtain better understanding of and com- 
pliance with established procedures by veterans. A more extensive 
public information program in this respect could serve to eliminate 
thousands of letters and clerical actions resulting from failure of vet- 
erans to follow prescribed procedures. 

Public information programs should be developed for each operat- 
ing department. Basic responsibility for these should be placed with 
the assistant administrators in charge. They are responsible for the 
success and efficiency of operations. They know most intimately the 
problems encountered in operation and are in the best position to deter- 
mine the information which should be disseminated to meet these 
problems. 

Public information programs should be continuous rather than spas- 
modic and should be directed toward definitely established objectives. 
Releases should be cleared with field stations and in many cases should 
be made by them. Field station managers have a heavy public rela- 
tions responsibility which they cannot properly carry out if they are 
not kept fully informed of the content of releases before releases are 
made by central office. 
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A positive, well-planned, coordinated, and continuous public in- 
formation program developed and organized as described above will 
be of material benefit to Veterans Administration. It will assist 
operating departments in reducing clerical expense. It will assist 
veterans in avoiding delays in service. It will create a better under- 
standing and more favorable attitude on the part of the public and will 
minimize pressures now brought to bear upon the agency and upon 
Congress, many of which are generated by misunde rstanding. 

The recommendations presented in this chapter have dealt prin- 
cipally with the broad practices employed by top management in 
operating Veterans Administration. More specific and detailed ree- 
ommendations concerning the operation of each program and staff 
function are contained in subsequent volumes. 

The foregoing recommendations have outlined a concept of man- 

vement which is quite different from that presently existing, a con- 
ce ep emphasizing careful and thorough planning, adequate delegation 
of authority, and control through management effort directed toward 
correction of out-of-line per formance. It isa concept which is essen- 
tial to successful operation under the recommended plan of organi- 
zation. One without the other would be inffective. Taken together 
they provide a tremendously powerful means for improving service 
to veterans at least cost. 


Part IV. Scuepur or INSTALLATION 
SCHEDULE OF INSTALLATION 


The plan of organization and the methods of operation recommended 
will require major and far-reaching changes in existing structure and 
operation of Veterans Administration. Effectuation of these changes 
is a difficult and complicated process. The size and complexity of 
Veterans Administration, as well as the vital public significance of its 
far-reaching programs, will make that goal a task of major 
proportions. 

Installation programs for each of the various aspects of the organi- 
zation and operation will need to be synchronized and coordinated 
with a basic plan and schedule of inst allation for the entire Veterans 
Administration. Furthermore, the installation cannot be effected in a 
vacuum but must be accomplished through the present organization 
and personnel who are already busily engaged in an enormous and 
complicated operation. 

In order to understand more fully some of the problems that will 
arise in the normal course of installation, a number of basic installation 
tasks are indicated below. ‘These cannot be ignored or slighted, but 
must be frankly recognized as part of the job, if the installation is to 
succeed and Veterans Administration is to benefit by the recommen- 
dations now within reach of accomplishment. 

(1) There will be the task of selection, placement, and indoctrination 
of key executives in the proposed plan. This task will range from 
top, service, and divisional levels in central administration to division 
~~ section levels in the field. 

2) There will be the task of interpretation to, and realinement of 
silathiaan with, numerous governmental and private groups and indi- 
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viduals tied in with one or another of the Veterans Administration 
programs. 

(3) Changes naturally bring about problems of personnel relations. 
Hence, there will be the task of reorientation and training, particularly 
in effeetuating decentralization of operating responsibilities and au- 
thorities long concentrated in single hands in the central office. 

(4) There will be problems of over-all coordination of specific 
moves in various areas to provide for proper flow of work; for mutual 
understanding of changed relationships, operating practices, and as- 
signments of responsibility; and for accurate dovetailing of changes 
in content or handling of interdepartmental systems, procedures, and 
reports. ; 

(5) Problems will arise as a result of tendencies to drift away from 
primary objectives or cardinal principles whenever it becomes neces- 
sary to fit recommendations to difficult operating situations. 

(6) There will be the task of classification and grading of new or 
modified positions and usual problems in this connection. 

(7) Problems will arise in the revision of manuals and procedures, 
since most of these will require modification in the course of instal- 
lation. 

(8) There will be problems of establishment of new offices and of 
modification or discontinuance of old ones. 

(9) Some problems will arise in connection with transfer of people 
and facilities: space finding and allocation, moving and storage, and 
interim provisions for carrying on work. 

(10) And last, but by no means least, there will be problems of 
communication to various sections of the organization as changes, 
moves, and shifts are made. 

Even a casual review of these few tasks and problem areas is suffi- 
cient to make it plain that full benefit of the proposed reorganization 
of Veterans Administration can be attained only after a carefully 
planned installation has been skillfully executed. 

This im turn will require intense and wholehearted teamwork 
throughout Veterans Administration, as well as able and experienced 
direction and coordination throughout the process. 

The basic plan of installation, detailed for each program and service 
in subsequent volumes, comprises five steps or phases. 

Phase I is devoted to preliminary preparation and will allow for a 
brief transition period between termination of the survey and actual 
inauguration of installation procedures. It should include review and 
liscussion of the report with key executives in the various program, 
service, and staff offices to assure maximum understanding of survey 
results and recommendations; selection and indoctrination of an in- 
stallation staff; and determination of recommendations to be included 
in the program of installation. 

During phase IT on installation planning, selections of executives to 
staff the new organization should be made; new or modified positions 
classified; space, facilities, and personnel requirements determined ; 
and new or revised methods and procedures developed as required. 

Changes in central office organization and operation planned in 
phase IIT should be effectuated during phase III on central office re- 
organization. 
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Phase IV has to do with the field office reorganization. The field 
installation should be approached through interim plans providing 
for pilot installations in the various programs and services, rather than 
through a plan for immediate and complete field reorganization at one 
time. This approach will allow for necessary transition and testing 
of all recommendations before the reorganization in the field is made 
effective for all stations. 

And, finally, phase V on operational follow-up should review the 
installation to assure completeness and effectiveness, develop any 
changes or modifications which experience indicates are advisable, 
and establish schedules for the general application of patterns of 
organization and operation that have been tried and tested and proved 
effective through pilot installations. 

Actions required for the installation of recommendations con- 
tained in this volume are outlined in greater detail in the following 
paragraphs. 

1. Preliminary preparation 

Copies of the complete report should be given to each of the execu- 
tives reporting presently to the Deputy Administrator or Administra- 
tor so that each may acquire a comprehensive and _ first-hand 
knowledge and understanding of the recommendations contained 
therein and their interrelationships. After review and study of the 
report, each executive should have an opportunity to discuss it with 
the Deputy Administrator and the Administrator to resolve any ques- 
tions concerning the recommendations, 

After thorough study of the report recommendations and discus- 
sion of them with the top executives, the Administrator should de- 
termine those recommendations to be included in the program of in- 
stallation. 

The Administrator should appoint an installation coordinator and 
an installation staff to organize and coordinate the installation. These 
men in turn should study the complete report to familiarize them- 
selves thoroughly with the recommendations. At the same time in- 
stallation officers should be appointed for each program and function 
where recommended changes are of sufficient magnitude to warrant 
them. These officers should study the individual volumes or sections 
of the report containing recommendations for the installation of which 
they will be1 -esponsible. 

The staff of the installation coordinator and the lines of responsi- 
bility for effecting the installation are shown on exhibit XII. The 
staff suggested for the installation coordinator is comprised of 10 
men: 3 to develop and revise methods and procedures; 2 to determine 
physical facility needs and develop revised office lay-outs; 2 to pre- 
pare revised organization charts and MEC+4 descriptions: 2 to pre- 
pare revised and new position descriptions and classifications and 
administer personnel changes; and 1 to maintain and control the in- 
stallation plan and schedule, to arrange for and schedule the various 
meetings required throughout the installation, and to organize and 
prepare the presentation material for use at these meetings. These 
staff members should be selected on the basis of skills, knowledge, ex- 
perience, and personality and should represent a cross section of cen- 
tral office and field station experience. This basic staff should be aug- 
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Exuipir NII 


VETERANS ADMINISTRATION 
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mented for periods during the installation as required by the workload 
and by specific situations. 

The major responsibilities of the installation coordinator and his 
staff should be to— 

(1) Prepare materials for presentations. 

(2) Arrange for presentations and educational meetings. 

(3) Prepare announcements and release according to schedule. 

(4) Classify new and revised positions. 

(5) Revise organization charts and manuals. 

(6) Revise major procedures and prepare for publication. 

(7) Prepare plans for physical relocation. 

(8) Arrange for, schedule, and control physical relocations. 

(%) Coordinate moves among departments and services. 

(10) Develop a system of progress reporting. 

(11) Assist key executives with internal changes. 

(12) Review accomplishments. 








230 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


The installation coordinator and his staff should report directly to 
the Deputy Administrator as indicated. They should operate in a 
staff capacity with responsibility for installation action being dele- 
gated directly from the Deputy Administrator to the respective as- 
sistant administrators. In this staff capacity, the installation co- 
ordinator and his staff should work directly and closely with installa- 
tion officers in the various departments in planning, scheduling, and 
effecting the installation changes. 


, 


Installation planning 


Complete and detailed descriptions of the top management posi- 
tions should be prepared and positions classified as the first step of the 
second phase of the installation. Individuals should then be selected 
and appointed for each position in the top management organization 
structure. The abilities and personal characteristics of the present 
incumbents of key positions should be reviewed carefully to determine 
capacity to fulfill added or revised responsibilities and adaptability 
to the new management philosophy of operating wnder a decentral- 
ized plan of organization with operating and staff functions clearly 
segregated. These appointments should be made known to the entire 
organization at one time. Top management organization charts and 
manual pages for MEC-4 should be revised and issued to reflect 
changes In structure and responsibilities. 

At this point the Deputy Administrator, with the assistance of the 
installation coordinator and his staff and with the advice of the top 
executive group, should establish a comprehensive plan and schedule 
for the installation work. This master plan for the agency should 
be supported by detailed plans and schedules for each department 
and service. These plans and schedules should then be discussed at 
a series of meetings to assure complete understanding of the actions 
to be taken. Responsibilities for each action should be assigned to 
specific individuals. 

The remaining actions to be taken in this second phase of the in- 
stallation involve the determination of personnel requirements, the 
planning of physical relocation of central office departments and 
services, and the revision of existing procedures or development. of 
new procedures required by the changes in organization. 


) 


3. Central office re organization 
Once the planning is completed, the actual transfer of responsi- 
bilities and of personnel at central office should be made. The de- 
tailed moves to be made are outlined in the respective succeeding 
volumes; therefore, only a broad general sequence of action is in- 
dicated in this volume. 
The first departments to be established should be the five benefit 
operating departments. The steps required to establish them are: 
(1) Reassign or transfer into the departments the technical funce- 
tions of the program. 
(2) Transfer personnel functions. 
(3) Transfer administrative service functions. 
(4) Transfer legal functions. 
(5) Transfer supply functions. 
(6) Transfer budget and accounting functions. 
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The next department to be established should be the Veterans 
Service Department. Functions should be transferred from staff de- 
partments in the same sequence indicated above. 

The last operating department which should be established should 
be the Construction Department. 

At this point staff and operating functions will have been separated 
except for the functions of managing the central office. Therefore, 
the next step should be the establishment of the Central Office Manage 
ment Service. After this, the remaining transfers of staff functions 
required to establish the Administrative Services Department should 
be made. 

Other staff departments should then be established. These include 
Purchasing and Supply, Budget and Finance, Personnel, Legal and 
Legislation. 

Changes with respect to staff services and the Office of the Ad- 
ministrator should generally be made as the departments are in a 
position to receive and integrate them with other functions. The 
transfer of the remaining functions of Coordination Service to the 
Office of the Administrator should complete the installation of central 
office top management organization. 

4. Field office reorganization 

As indicated previously, the reorganization of field offices should 
be done on a pilot basis. Selections of locations should be made for 
pilot installations of each type of field center to be established, and 
these pilot installations should be completed and tested in operation 
before additional centers of each type are organized. 

Since insurance centers are already in operation, the-various trans- 
fers of operations from central office and rearrangements of internal 
organization within these centers can proceed independently of pilot 
installations of other types of centers except that dependents’ claims 
activities should remain at present locations until the respective claims 
centers are organized to receive them. 

The establishment of a pilot claims center and a pilot medical center 
can be undertaken simultaneously. 

After these, pilot vocational rehabilitation and education, loan guar- 
anty, and veterans service centers should be organized simultaneously. 
The offices selected for these pilot installations should be the same 
ones included in the pilot claims center so that for a selected geo- 
graphical territory the field reorganization will be complete. Thus 
all procedural interrelationships and services can be developed and 
tested before field reorganization is carried on further. Once these 
pilot installations have been placed on a satisfactory working basis, 
other installations should be made rapidly so that all operations can 
be placed on the same basis and the full economies and improvements 
in operations can be realized as soon as possible. 

This phase of the installation work should also include development 
of the changes in operating methods recommended in part IIT of this 
volume as they apply to the pilot centers. These improvements, how- 
ever, should not be extended in their entirety to other field stations 
until these have been reorganized into the recommended center type 
of organization. 





232 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


Throughout this phase of the installation, field management should 
be kept completely informed of all changes and frequent meetings 
should be held on a regional basis to acquaint field management with 
the plan and the progress being made on the pilot installations so that 
subsequent installations can be made with dispatch. 


5, Operational follow-up 


After pilot installations have been thoroughly tested and new pro- 
cedures and operating methods have been placed in effect in these 
installations, the operations should be reviewed in their entirety and 
results evaluated. Modifications and alterations of the organization 
plans, procedures, and practices recommended should be determined 
as indicated by these test installations, and plans for subsequent 
installations should be revised accordingly. 


CONCLUSION 


The discussions contained in this volume have pointed up the need 
for basic changes in the top organization structure and top manage- 
ment practices of Veterans Administration, Searching analysis of 
organization and operations over a 16-month period has led to cer- 
tain basic conclusions which may be summarized as follows: 

(1) The five major substantive programs administered by Veterans 
Administration, to a very great extent, are independent of one an- 
other and therefore require little program coordination at the operat- 
ing level. 

(2) By far the greater majority of direct personal contacts be- 
tween veterans and representatives of Veterans Adninistration are 
for the purpose of obtaining information about and assistance in 
applying for benefits and services. It is important that a veteran be 
able to obtain this service in one office and within reasonable distance 
of his place of residence. The present contact service is therefore 
the mainspring of Veterans Administration. . 

(3) Other than for the above-described contacts and the need for 
medical care and treatment, there is little occasion for direct personal 
contact between veterans and Veterans Administration employees. 
The large group of services requiring deliberative and procedural 
effort are provided by mail without personal contact with veterans. 

(4) Contact service, medical care and treatment, certain technical 
functions of the vocational rehabilitation and education and loan 
guaranty programs, and guardianship activities require wide geo- 
graphical dispersion if effective service is to be provided to veterans. 

(5) On the other hand there is no necessity for wide geographical 
dispersion of administrative functions, clerical operations, and staff 
services, 

(6) The nature of Veterans Administration programs and the 
need for geographical dispersion of some of the activities within pro- 
grams make direct supervision through personal contact between re- 
sponsible executives essential to effective performance. 

The recommended organization plan has been developed on the 
basis of these conclusions. It recognizes the independence of the five 
major programs and provides for further integration and strength- 
ening of each program. It emphasizes the importance of direct per- 
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sonal service to the veteran and establishes a strong, integrated Veter- 
ans Service Department to provide such service. It provides for geo- 
graphical dispersion of those activities which need to be performed 
on a local basis and for centralization of administrative and other 
activities which are not required on a local basis, to the fullest ex- 
tent practical, so that full advantage of the efficiencies resulting from 
large-volume operations can be realized. Thus the varying needs 
of the field operations of the respective programs are recognized and 
provided for in a practical manner. Points of field leadership, so 
essential to effective performance, are established. 

The present plan of organization does not recognize these basic con- 
ditions. Its ineffectiveness is amply demonstrated by the fact that 
actual practice deviates from the official plans to such an extent that 
it is scarcely recognizable. The proposed plan streamlines field or- 
ganization and operations to an extent not possible under the present 
outmoded plan of organization and therefore provides a logical basis 
for accomplishment of marked improvement in service of all types. 

Throughout this and subsequent volumes, service to veterans has 
Leen stressed. It is the prime purpose of Veterans Administration. 
All other considerations are secondary. Regardless of individual abil- 
ities, fully effective service cannot be rendered under an impractical 
organization plan which does not recognize or meet the conditions 
presently existing. 

Improvement in service to veterans will not of course be attained 
just by the adoption and installation of the recommended organization 
plan. An organization plan is only the vehicle through which man- 
agement operates. In the final analysis, improved service will result 
only when management practices are likewise adapted to the condi- 
tions of operation. The highly centralized direction and control pres- 
ently existing is the antithesis of management practices best suited to 
geographically decentralized operations and to direction of varied and 
unrelated programs. Therefore, the essence of the recommendations 
pertaining to top management practices, presented in this volume, is 
the delegation of authority and responsibility to the points where 
action is required. 

Only when this is accomplished through better understanding and 
appreciation of the management concepts underlying this report will 
full realization of the potential for improved service be attained. 

The basic recommendations contained in this volume involve far- 
reaching and fundamental changes in both organization structure and 
methods of operation. These changes will not be easily effected. 
They present many problems of human and personnel relations. They 
involve problems of physical facilities and procedures. Development 
of an adequate understanding of them will require much educational 
effort. By their very nature they will generate opposition and resis- 
tive pressures both within and outside of Veterans Administration. 
By the same token, the proposed changes will gain the active support 
of those who have a sincere desire to serve the best interests of veterans. 

By a firm and purposeful accomplishment of this program, Veterans 
Administration can attain an administrative achievement rarely 
equaled in governmental affairs. 
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V glume IIT is devoted to the staff services utilized by the Adminis- 
trator in planning, coordinating, and controlling Veterans Admin- 
istration programs. These services are identified and described briefly 
in the introduction which follows this foreword. 

The organization plans and the operations of the respective staff 
services are discussed and recommended changes are presented in the 
first 11 parts of the volume. The final part presents a schedule for 
the installation of recommendations contained in these other parts. 
The effect of the recommended changes and the requirements for 
successful operation under the proposed plan are discussed in the 
conclusion. 

In total, staff services at central office include 6.118 authorized 
positions, or approximately 39 percent of the total number of em- 
ployees in the central office. Of the 11 staff service organizations, 9 
of them report directly to the Deputy Administrator and through him 
tothe Administrator. The Directors of the remaining two staff activi- 
ties, Supply Service and Administrative Services, report to Assistant 
Administrators of operating departments. 

The effectiveness of these staff services has been diminished as a 
result of two situations. First, many of the services have assumed 
operating responsibilities. This diverts their attention and dissipates 
their energies upon routine activities to the detriment of the man- 
agement functions they should provide. Second, many of them have 
extended their authority to activities in the field. This has created 
some resentment, has confused organizational rel: ationships, and has 
resulted in a maze of administr: a issues, Instructions, and inspec- 
tions that complicate rather than facilitate administration. 

Staff services should be advisory only and should have no authority 
over field operations. They should be organized to: 

Provide operating executives with clear, concise, and practical 
interpretations of laws, regulations, and directives. 
Develop sound policies for the guidance of operating executives. 

3. Establish. through research and study of current developments 
in the assigned fune tional field, tec hniques and practices which will 
emible operating executives to provide the most effective service to 
veterans at least cost. 

4. Develop long-range objectives and programs for improvement 
of the functional operations within each operating program, and 
develop and train functional specialists capable of directing these 
activities, 

5. Assist the Administrator in the coordination of operations by 
providing expert counsel and advice to operating executives in the 
solution of operating problems. 


239 








240 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


6. Assist the Administrator in the control of operations by provid- 
ing technical appraisal of the results of operations and the future plans 
and programs with respect to assigned functions. 

Assist the Administrator in the maintenance of favorable rela- 
tions and close liaison with Congress, other officials, governmental 
agencies, veterans’ organizations, and other outside groups. 

8. Perform for the Administrator impartial appellate functions 
required by the nature of the agency operations. 

The recommend: eae presented in the various sections regroup the 
staff functions and divorce from them the operating activities cur- 
rently intermingled. The more important of these are summarized 
below. 


1. Organization recommendations 


(1) Remove from the Office of the Administrator those activities 
which do not re quire or justify top management atte ntion.—The per- 
sonal representative should be transferred to Foreign Relations Serv- 
ice, the fair employment officer to the Personnel Department, and the 
special assistant to Information Service. 

(2) Disband the Coordination Service and transfer its management 
functions to the Office of the Administrator under direction of an 
Assistant Deputy Administrator, and its routine statistical and pro- 
cedural functions to other staff services.—The importance of this serv- 
ice has decreased rapidly in recent years, primarily as a result of the 
collection of a miscellany of routine operations which have diverted 
effort from the more important management functions. The emphasis 
required by these latter functions can be obtained best in the Office 
of the Administrator. 

(3) Lnerease the staff of the Information Service at central office but 
transfer the field staff to the Veterans Service Department.—In im- 
posing the extreme limitations on this service, Congress has done the 
Administrator and the veteran a great injustice. P roblems of opera- 
tion, increased costs, and delays in service result from misunderstand- 
ings and lack of information which could be corrected through a 
stronger public-information program. With its limited resources, the 
service has done a surprisingly good job. However, administrative 
costs would be reduced and service improved through further strength- 
ening of this program. 

(4) Decentralize classification and performance rating func tions of 
the Personnel De partment so that they may be handled in the field 
under the direction of the ope rating de ppartme nts.—The present cen- 
tralization of all these actions results in the flow of a great deal of 
paper to central office and in decisions without full comprehension of 
actual duties and responsibilities. It is time consuming and not pro- 
ductive of best results. 

(5) Establish a Reeruitment Division in the Personnel De part- 
ment.—Although most recruitment is done at field stations, there 
remains a considerable area of broad recruitment on a national basis 
for occupations where shortages exist. It is in this area that the new 
clivision recommended can be of considerable assistance. 

(6) Remove operating responsibilities and authority over field per- 
sonnel from the Office of the Solicitor —Oper: ation of the guardian- 
ship program should be delegated to the Veterans Service Department, 
which should also have authority over chief attorneys and their 
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activities in the field. Loan guaranty legal activities and personnel 
should be integrated with the ‘Loan Guaranty Department 

(7) Establish a Budget and Finance 1 partme nt.—Placing these 
interrelated functions under single direction will minimize coordina 
tion effort and make possible improvements in accounting control and 
the elimination of some duplication of effort. 

(8) Establish an Administrative Services DI partment reporting 
to the Deputy Administrator —This will provide for clear separation 
of field contact functions and the staff functions of administrative 
services. 

(9) Establish a Central Office Management Service for the manag 
ment of the W ashington central office —Because there is no centr: alized 
responsibility for the management of central office, each department 
and service head devotes some time to administration of office manage- 
ment. Establishment of the recommended service will relieve these 
men of this burden and will enable the subsequent transfer of central 
office personnel, accounting, and supply activities to the new service. 
Thus all central office management operations will be under one direc- 
tion and the remaining services will be in a position to concentrate on 
staff functions. Centralization of Messenger Services under direction 
of this service will result in an estimated reduction in cost of such 
service of $250,000 annually. 

(10) Establish a Purchasing and Supply Department.—This 
affords recognition of the top management aspects of the purchasing 
and supply function and of its importance to Veterans Administra- 
tion. It is now subordinate to the unrelated functions of construction 
and real estate administration. 

(11) Transfer re sponsibility for procure ment and storage of SU p- 
plies for the medical program to the De partment of Me dicine and 
Surgery —This will prov ide for closer integration of these activities 
with program requirements and will reduce coordinating effort 
substantially. 

( 12) Transfe r ve sponsibility for administration of XN upply activitie X 
in veterans service centers and regional offices to the Veterans’ Service 
Department.—This will provide for direct line of authority through 
the managers of the offices and will result in more cooperative work 
ing re lationships. 

(13) Establish a management committee with an Assistant Di puty 
Administrator as secretary.—The successful operation of the plan of 
organization recommended will require the development of a thorough 
understanding of the line and staff concept and of greater mutual 
confidence and cooperation. The management committee is an effec- 
tive device for accomplishing this. 


2. Operating recommendations 


Many of the operating recommendations pertain to changes in rela- 
tionships which will result from the recommended changes in organ- 
ization. Others pertain to the strengthening of staff programs w hich 
have been neglected in-favor of operating activities. Among these 
latter are: 

(1) Develop comprehensive information programs for each oper- 
ating department with the respective Assistant Administrators. 

(2) Develop a comprehensive personnel program with each oper- 
ating department. 
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(3) Improve internal control of administrative services projects. 

(4) Develop a comprehensive management committee program. 

(5) Place greater emphasis on the management-improvement 
program. 

(6) Develop a policy manual. 

In addition to these, certain recommendations pertain to specific 
procedures and situations. The more important of these are: 

(1) Develop an integrated system of accounts which will provide 
for the budget, fiscal, and cost-accounting requirements of the 
agency.—This would simplify fiseal accounting, eliminate duplication 
of work and records, and provide management at all operating levels 
with data which would facilitate control over operating per formance. 

(2) Establish controls over ree Urring payme nts.—The prese nt 
method of controlling payments is time consuming and costly and 
delays release of checks to veterans and employees. Establishment 
of precontroiled totals will eliminate these disadvantages and provide 
positive control over payments. 

(3) Effect transfer of check preparation from Treasury Depart- 
and to Veterans Administration—The present divided responsi- 
bility necessitates cumbersome and costly procedures. With wnified 
responsibility, operations can be mechanized to the advantage of both 
cost and service. 

(4) Establish standards and controls for the use of tabulating 
equipment —Tabulating-equipment usage is not well-planned. Some 
applications are not justified. Other opportunities to apply tabulat- 
ing equipment to advantage have been overlooked. ‘Tabulating equip- 
ment has wide application in Veterans Administration. It can pro- 
duce many cost savings if properly utilized. It can be very costly 
if not adequately controlled. 

The recommendations summarized above, and others discussed in 
the text of this volume, when placed in effect, will result in greatly 
improved staff services which will facilitate, not hinder, program 
operations. Undoubtedly, economies will be realized from resulting 
improvements in operations and strengthening of staff programs. 
However, the primary result of the recommendations will be im- 
provement in service to operating executives, which in turn will 
enable them to improve service to veterans. 

Planning of operations will be improved; procedures and methods 
of operation will be simplified; coordination of operations will be less 
cumbersome and involved; operations will be controlled more effec- 
tively; and, of greatest importance, an improved spirit of teamwork 
will be generated. 

Effective utilization of staff services does not lend itself to simple 
procedural presentation. It requires, first of all, a thorough under- 
standing and acceptance of the concept of staff activities. It requires 
a spirit of unselfish cooperation which is the basis for teamwork and 
progress toward mutual chjectives. Tt requires an attitude of serv- 
ice on the part of staff personnel. It requires, on the part of operating 
personnel, a willingness to accept advice and assistance and an open 
mind in the consideration of suggestions. The attainment of these 
attitudes in Veterans Administration will not be easy nor will it be 
accomplished in a short period of time. 

Operating executives now generally look upon staff services as 
built-in obstacles to efficient administration. There is resentment of 
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the myriad detailed directives, reports, inspections, and vetoes im 
posed on program operations by staff services. Frequently these have 
heen restrictive to the point of imp: uring efficienc y. 

Staff service personnel, accustomed to exercise authority, will be 
resentful of what they will errs consider to be curtailment 
of char responsibilities. They will be fearful that they will | 
nored by operating executives and that the programs and procedure 
which they have de veloped will be abandoned or cistorted to the 
detriment. of Veterans Administration. 

The alleviation of these fears, the changing of these attitudes, the 
development of understanding, the building of mre confidence 
these are the tasks which face the Administrator and the Deputy Ad 
ministr itor in the installation and operation of the ibthrona plan of 
organization. 

To accomplish these tasks they will need to identify the major 
problems of operation and direct the attention of staff services to them 
so that they may prove their worth to operating executives. They 
will need to evaluate carefully the mandatory programs imposed 
from without Veterans Administration and to adapt them to the agency 
programs in a practical manner. They will need to bring operating 
and staff executives together frequently for discussion of major prob 
lems. They will need to take quick and forceful action to resolve 
conflicts, to prevent “e mpire building” by operating executives, and 
to discour age exerc ise of direct authorit Vy by staff executives. 

Sound staff service organizations have been provided for in this 
volume. Positive and effective utilization of these services by the 
Administrator and by operating executives should result in more ef- 
fective use of the human, physical, and monetary resources at the cis- 
posal of Veterans Administration in the provision of benefits and 
services to veterans. 

INTRODUCTION 


This volume discusses the central-office staff services and is there 
fore supplementary to volume Il. The various staff services to be 
discussed are identified, and their functions and positions in the exist 
ing plan of organization are discussed briefly in this introduction. 
Subsequent parts of this volume are dev roted to more detailed dis- 
cussions of the organization and operation of individual services. 

Exhibit I shows the present top organization structure of Veterans 
Administration and the position of the staff services in that plan of 
organization. Staff services discussed in this volume are: 

1. Coordination Service. 
Board of Veterans Appeals. 
Legislation. 
Information Service. 
Inspection and Investigation Service. 
6. Personnel. 
(. Office of the Solicitor. 

8. Budget Service. 

%. Finance. 

10. Administrative Services. 

11. Supply Service. 

The Foreign Relations Service is discussed in volume IV, since it 
was recommended in volume II that this service be transferred to 
the Veterans Service Department. 
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Likewise, Special Service is not discussed in this volume because, as 
recommended in volume II, it is to be transferred to the Department of 
Medicine and Surgery discussed in volume V. 

In addition to discussing the staff services, this volume includes a 
discussion of the Office of the Administrator in part I following this 
introduction. 

As may be seen by the chart, nine of the staff activities listed first 
report directly to the Deputy Administrator and through him to 
the Administrator. Administrative Services are now part of the or- 
evanization of Contact and Administrative Services, with the Director 
reporting to the Assistant Administrator. 

Supply Service is included in Construction, Supply, and Real Estate, 
with the Director of the service reporting to the Assistant Admin- 
istrator. 

The functions and size of these staff services vary considerably. ‘To 
provide a general understanding of the nature of the activities, each 
is discussed briefly in the following paragraphs. 

1. Office of the Administrator 

The Office of the Administrator includes a staff of 18 employees. It 
consists of the Administrator, the Deputy Administrator, and a 
croup of immediate advisers, with their clerical assistants. It is the 
center of administration, in which the authority for operation of 
Veterans Administration is vested. 


» Coordination Nervice 


Coordination Service with 175 approved positions is responsible 
for a miscellaneous collection of functions, some of a management 
nature, such as administration of the management improvement pro 
vram, organization analysis, and analysis and interpretation of man- 
agement reports for the Administrator, and many of a more routine 
procedural nature, such as forms control, correspondence improvement, 
issue review and coordination, monthly compilation of statistics and 
development of procedures. 

3. Board of Veterans A ppe als 

‘Lhe Board of Veterans Appeals, consisting of 350 approved posi- 
tions, is an appellate body created by Congress to represent the Ad 
ministrator in the final review and decision of all appeals in con- 
nection with entitlement and award of benefits under laws admin- 
istered by Veterans Administration. Its decisions in all cases except 
those relating to insurance are final. 
he Legislation 


Legislation maintains liaison and promotes good relations with 
the Congress. It scrutinizes veterans’ legislation and, within the 
limitations of the Administrator's policy, appraises such legislation in 
terms of its effects upon Veterans Administration. Seventy-one ap 
proved positions are included in this operation. 

5. Information Service 


Information Service endeavors, through various media, to keep the 
public informed of Veterans Administration activities and to inform 
veterans of benefits and services available to them, their dependents 
and their beneficiaries. The effectiveness of this service is circum- 
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scribed by specific limitations imposed by Congress which restrict 
the number of approved positions to 70. 
(>. Tn pred tia nal Tn i¢ stigation Né rvie é 

Lhe title of ae Se rvice belies its activities, as it does not pe coagi 
uny inspection functions. The staff of 60 employees is engaged « 
tirely in special investigations of alleged maladministration and fri acid 


within the Veterans Administration and in relations with veterans’ 
and outside business organizations. 


. > 7 
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This office is responsible for maintenance of an effective work force 
for Veterans Administration and for administration of laws and Civil 
Service Commission regulations ¢ governing personne! relations and 
activities in Government agencies. The approved positions currently 


number 507, 


° Office of the Nolicitoi 


lici 
The Solicitor is the legal authority for Veterans Administration. 
He interprets laws and regulations, conducts civil litigation and crimi- 
nal prosecution and prescribes the legal limits within which Veterans 
\dministration must conduet its activities. In addition, the Solicitor 
directs the e AIViaTAnEp program and supervises legal activities 
throughout the field organiz: ation. He is assisted in this work by a 
staff of 124 en} lovees, 
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Budget Service is responsible for compilation, submission, and ad- 
ministration of quarterly and annual budget estimates and for dis- 


tribution and control of quarterly allotments of funds. The Service 
has 60 approved positions, 


ifs, / CHOC E 


This office. with 1.208 approved positrons, maintains the accounts 
and fin: Nel il records of the agency, vouchers all payments and admin 
isters the readjustment allowance and loan-guaranty programs. 

Administ, ative Ne / a S 


Phe functions of this Service relate principally to office management. 
The Service provides mail, file, communications, record, tabulating, 
end other miscellaneous clerical and office services for the central office. 
lt develops office methods and procedures for use throughout the 
agency and operates a Records Service Center for the storage of obso- 
lete records and a Publications Service for printing and publishing 
of Veterans Administration manuals, issues, and literature. It is the 
largest of the staff services, with 3.270 approved positions. 


12. Supply Nervice 


The Supply Service negotiates contracts for supplies, equipment, 
und services and controls inventories throughout Veterans Admin- 
istration. It operates three depots for the warehousing of supplicg 
and equipment and, in addition, provides transportation services. 
Exclusive of depot operations, 410 employees are engaged in these 
functions. 
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Like other Veterans Administration activities, staff services are 
subject, in varying degrees, to legislative control and regulation by 
Congress. Budget Service and Finance must comply with regulations 
of the General Accounting Office, the Treasury Department, and the 
Bureau of the Budget regarding budget preparation and financial 
practices in Government agencies. Personnel is very precisely con- 
trolled by congressional legislation and Civil Service Commission 
regulations. The size of the Information Service ts specifically 1 re- 
stricted in each ap prop! lation act, and activities of the Supply Service 
and of Administrative Services are regulated by the General Services 
\dministration. Thus. the programs and operations of staff services 
must conform with the policies of other agencies and with the limita 
tions of existing legislation and regulations. 

In general, it may be said that the central office staif services have 
been reasonably effective in performing the functions for which they 

irre responsible. However, there are two tendencies which have handi- 
’ cap yped the functioning of these offices and services as fully effective 
staff organizations: 

(1) In m: ny cases they have assumed operating responsibilities in 
addition to staff responsibilities. 

(2) Many of them have extended their authority to activities in 
the field. 

Both of these actions detract from the effectiveness of staff services 

As a result, their energies have been dissipated upon routine oper 
ating activities, and the attention of personnel has been diverted from 
policy establishment and planning. Moreover, the position of the 
operating personnel has ae compromised. Lines of authority and 
responsibility have been weakened both in central office and in the 
field. Reporting relationships have become confused and in many 
cases tenuous. Communication between central office and the field 
has become difficult, resulting in a maze of administrative issues, in- 
structions, technical bulletins, and manuals, This confusion is not 
intentional and is often deplored by those responsible for it. Rather, 
it is the natural result of confused operating and staff relationships. 

In contrast to the existing situation in the Veterans Administration, 
staff services should function as an administrative policy group ad- 
Vising and assisting those responsible for administrative action. They 
should exist to perform services for operating personnel, hot to 
displace them. 


Staff services should be relieved of all oper ating functions. They 
should develop policies, plans, and procedures and should rely entirely 
Wwpon program operations for implementation of them. In no case 


should central staff services be responsible for field oper tions, 
Functional guidance of field staff services should be accomip lished 
through responsible operating personnel. Thus, conflict of interest 
and confusion between statf and operating responsibilities can be 
avoided. 

With the foregoing in mind, it is the purpose of this volume to de 

‘lop recommendations which will increase the effectiveness of the 
present staff services in assisting the administrator in the planning, 
coordination, and control of Veterans Administration programs. 











IAS MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


Parr I. Orrick or tHE ADMINISTRATOR 
I. PRESENT ORGANIZATION 


The Administrator of Veterans Affairs is responsible for direction, 
management and control of Veterans Administration as authorized 
by law. The agency, the position of Administrator of Veterans Affairs 
und the broad responsibilities of that position were established by 
Public Law 536, Seventy-first Congress, on July 3, 1930, and imple- 
mented by Executive Order 5398 on July 21, 1930, 

In fulfilling these responsibilities the Administrator interprets and 
udministers an estimated 400 general laws. On the basis of these laws 
and interpretations, he develops the basic policies governing opera- 
tions, and under his direction these operations are planned and exe- 
cuted. He is responsible for quality of service to veterans, for efli- 
ciency of operation and for cost of administration. In him is vested 
the authority under which this largest of the independent agencies of 
the Federal Government operates. 

In exercising this authority and in carrying out these responsibil- 
ities, he maintains close and frequent contact with the President of 
the United States, his administration, the Congress, other Govern- 
ment agencies, eee agencies, veterans organizations and veterans. 

To assist him i | performing these functions he has a deputy ad- 
ininistrator and a small staff. The functions of this staff are de- 
scribed in the following paragraphs. 


De puty Administrator 

The Deputy Administrator works closely with the Administrator, 
as the respective duties and responsibilities of the two are merely 
different aspects of a single administrative function. The Adminis- 
trator is principally concerned with outside relationships of the Vet- 
erans Administration and major matters of administrative policy. 
The Deputy Administrator is concerned more with the many details 
ot administration and operation. 

Assisting the Deputy Administrator are two Assistant Deputy 
Administrators who have no regular duties but, instead, relieve him 
of as much administrative action as possible and perform special 
duties as assigned. 

In addition, there are five administrative assistants who perform 
various types of secretarial duties for both the Administrator and 
the Deputy Administrator. 

Specific functions and activities of the Administrator and the 
Deputy Administrator are described in volume IT of this report. 


2. Personal re prese ntative of the Administrator 


This position was created immediately after World War IL, when 
there was considerable demand for personal appearances of the Ad- 
ministrator and a need to publicize the policies and activities of the 
Veterans Administration. The purpose of the position was to make 
available someone who could represent the Administrator at public 
gatherings when he, himself, could not appear. As the origin: A need 
for such a position has diminished greatly, the present incumbent of 
the position is concerned principally in representing the Veterans Ad- 
ministration on the Fulbright Board, administering an exchange 
study program with foreign countries. 
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3. Confidential Assistant to the Administrator 

The confidential assistant to the Administrator is a close personal 
adviser. He attends the administrator's staff meetings and frequently 
accompanies the Administrator at public appearances, as confidant 
and assistant. It is his responsibility to maintain close contacts with 
events in and outside of the Veterans Administration and to keep 
the Administrator informed of their progress. The incumbent of 
this position, as representative of the Administrator, is chairman of 
the Personnel Ceiling Control Board, which allocates personnel cei! 
ings throughout the Veterans Administration. 


j 


1. Fair employment officer 

This position was created in accordance with Executive Order 9980, 
which directs that personnel action or inaction shall be based upon 
merit and fitness without prejudice because of race, color, religion. 
or national origin. The fair employment officer is responsible for 
enforcing provisions of the order, which establishes a system of ap 
peals by employees from personnel decisions which they believe are 
discriminatory. 
). ‘S pe cial assistant to the Administrator 

This position was created to handle interracial relationships within 
and outside of the Veterans Administration at a time when these re 
lationships were strained. This position is occupied by a Negro, who 
fosters sound interracial relationships within the Veterans Adminis 
tration. He appears before minority groups to improve the relation 
ships between the Veterans Administration and such groups. 
6G. Supervisor of mail and files 

A small group of six clerks and messengers headed by a supervisor 
handles the confidential mail and maintains the confidential files of 
the Administrator. 

The foregoing paragraphs describe the present staff of the Admin 
istrator, Recommendations with respect to this staff are discussed 
in the next chapter. 


ll. THE IMMEDIATE STAFF RECOMMENDED FOR TILE ADMINISTRATOR 


Some of the functions performed by the Administrator’s imme 
diate staff do not require or deserve, and in fact do not receive, top 
management attention from the Administrator or the Deputy Admin 
istrator. Such functions, however important, should be delegated to 
subsidiary units of the organization. 

Other functions, now removed from the Administrator’s immediate 
staff, require and deserve closer supervision by or attention from the 
Administrator or the Deputy Administrator, and should therefore be 
incorporated in the immediate top-staff responsibilities. 

To remedy these situations, the following organization changes are 
recommended. 


/. Transfer the pe rsonal re prese ntative of the Administrator to th 
kh oreign Relations Nervice in the Veterans Nervice De parti nt 
Public relations functions previously performed by the personal 
representative of the Administrator have largely disappeared. The 
principal remaining function of this position is that of Veterans Ad 
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ministration representative on the Fulbright Board. This board is 
engaged in an international-student exchange program which is of 
direct interest to veterans who, in the course of their study, will be 
located in foreign countries. Therefore, the Foreign Relations Serv- 
ice, which is responsible for contacts with veterans in foreign coun- 
tries, is the logical group to which the Veterans Administration rep- 
resentative on the Fulbright Board should be assigned. This service 
is described in detail in volume IV. 
2. Transfer the fair-employment officer to the Personnel Department 
The fair-employment officer is engaged in a program which, by 
its very nature, is a personnel-grievance procedure. Moreover, there 
is under way a project to consolidate this grievance procedure 
with others in a single personnel-grievance procedure, a project which 
already has been approved by the Civil Service Commission. In 
order to comply with the provisions of the law establishing the posi- 
tion, the Assistant Administrator for Personnel should be designated 
us the fair-employment officer and the present officer should become 
the assistant officer. The fair-employment officer, conducting a pro- 
gram so closely associated with the personnel program, should be a 
part of the oflice of the Assistant Administrator for Personnel. In 
certain other Government agencies, this consolidation has already 
been accomplished. 


3. Transfer the special assistant to the Administrator to Information 
Service 

The special assistant to the Administrator is, in effect, conducting 
a public-information program directed at improved interracial rela- 
tions within the Veterans Administration and among veterans gen- 
erally. This important program is handicapped by being separated 
from other public-information activities. Therefore, the special as- 
sistant to the Administrator should be a part of the Information 
Service, where he can coordinate his activities with a fully integrated 
information program. 


1. Appoint an Assistant Deputy Administrator as Secretary of the 
Manage ment Committee 


In volume IT the formation of a Management Committee com- 
prised of the 16 executives reporting directly to the Deputy Admin- 
istrator was recommended. One of the principal functions of this 
committee should be the consideration and adoption of Veterans Ad- 
ministration policies. It is recommended that an Assistant Deputy 
Administrator be appointed as Secretary of the Management 
Committee. 

In this position he should be made responsible for coordination of 
policy, which should be accomplished in committee rather than by 
the present cumbersome and ineffective method of passing policy 
issues from one executive to another for comment. He should also 
be responsible for the issuance of policies and for the maintenance 
of the policy manual discussed in volume II. He should advise the 
Administrator on all matters of policy and should act as his repre- 
sentative on all questions of compliance with established policies. 
Phe assignment of policy responsibility to an Assistant Deputy Ad- 
ministrator will provide for closer control of this important top-man- 
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agement function by the Administrator and his Deputy and will fa- 
cilitate the resolution and issuance of policies. 


Assign to an Assistant Deputy Administrator the remaining top- 
management functions now performed by Coordination Service 
Several other important top-management functions, which have 
been assigned to Coordination Service, should be retained as functions 
of the Office of the Administrator. These are: 

(1) Organization planning. 

(2) Administration of the management-improvement program. 

(3) Administration of the incentive-awards program. 

(4) Coordination of administrative issues. 

(5) Review’ and interpretation of management reports and ap- 
praisal of results for the Administrator. 

It is recommended that these functions be transferred from Coordi- 
nation Service to the Office of the Administrator and that an Assistant 
Deputy Administrator be made responsible for them. He should be 
responsible for the development of changes in the basic organiza- 
tion structure of Veterans Administration to meet changing condi- 
tions and for the review and approval of major changes in the sub- 
sidiary organization structure. He should also be responsible for the 
maintenance of the organization manual. 

With respect to the second function, he should be responsible for 
the over-all planning of the management-improvement program, for 
review and approval of the plans for implementing this program in 
each of the operating and staff departments and for appraisal of re- 
sults for the Administrator. He should not undertake or engage 
in the actual projects, as is now being done by the Work Simplifica- 
tion and Measurement Unit and the Procedures Division of Coordina- 
tion Service. These latter operations should be transferred to other 
units of the organization, as indicated in part LI of this volume. 

The responsibility for administration of the incentive-awards pro- 
gram likewise should be limited to the development of basic policies 
and plans for the program. ‘The present Efficiency Awards Commit- 
tee should be continued and should be responsible for review and ap- 
proval of awards recommended to assure uniform treatment through- 
out Veterans Administration. The Assistant Deputy Administrator 
should act as chairman of this committee. 

The coordination of administrative issues is now being done in an 
ineffective and time-consuming manner involving circulation of each 
issue to the interested Directors and Assistant Administrators. 

It is recommended that each operating and staff department be 
made responsible for obtaining the required approvals on issues which 
it prepares. Responsibility for development of methods, procedures, 
and standards has been established in each program Dcaitganet 
Since the majority of administrative issues are procedural in content, 
it is recommended that the responsibility for coordination of adminis- 
trative issues be included with this responsibility. In most cases 
administrative issues of staff departments can be coordinated most 
readily through the corresponding functional representatives in the 
organizations of each program department. 

The coordinating responsibility of the Assistant Deputy Adminis 
trator would therefore be limited to determination of the basic policies 
governing issue coordination and to arbitration and settlement of those 
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cases where agreement is not reached by operating and staff depart- 
ments. In addition, he should be responsible for control and issuance 
of issue numbers and for determination of the number and type of 
manuals to be maintained. 

The Assistant Deputy Administrator should have one other impor- 
tant responsibility , the review and interpretation of management 
reports reflecting the results of operations of each of the departments. 
He should be responsible for keeping the Administrator and the 
Deputy Administrator currently informed of results and of any opera- 
tions which appear to require the attention of top management. 


Benefits of the recommended changes 


The recommended changes will free the Administrator and the 
Deputy Administrator of the direction of activities which do not 
require direct supervision from top management and will place such 
activities with related operations where they will be more effective. 

The inclusion of functions which deserve and require the attention 
of the Administrator and his Deputy in the Office of the Adminis- 
trator will strengthen the over-all administration of Veterans Ad- 
ministration and enable the Administrator to exercise closer control 
over the operations. 

Assignment of specific responsibilities to the Assistant Deputy 
Administrators will result in better and more effective utilization of 
their efforts and abilities. The consequent clarification of their posi- 
tions in the organization should result in improved relations with 
department heads. 


Part II. Coorpination SEervICcE 
I. PRESENT ORGANIZATION 


Coordination Service is responsible for a mixture of top manage- 
ment organization and planning functions and statistical and proce- 
dural activities. The present plan of organization is shown on exhibit 
Il. The Director of the Service reports to the Administrator through 
the Deputy Administrator. He has an Assistant Director who super- 
vises the three divisions of the organization. In addition, there is 
an incentive awards staff which reports to the Director in his position 
as chairman of the Efficiency Awards Committee. The functions of 
these units are discussed in the following paragraphs: 

1. Incentive awards staff 

The incentive awards staff carries out the employee-incentive pro- 
grams established by Public Law 429, Eighty-first Congress, and Pub- 
lic Law 600, Seventy-ninth Congress. 

It reviews suggested improvements submitted by employees, ap- 
praises the extent of application throughout Veterans Administra- 
tion and determines action to be taken, including determination of 
the type of award to be made and disposition of savings. 

The staff is under the direction of the executive secretary of the 
Efficiency Awards Committee which administers this program. 


2. Organization and Methods Division 


The Organization and Methods Division is under the direction of 
a Division chief and his assistant. The Division chief devotes a great 
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share of his time to assisting the Assistant Deputy Administrators in 
the resolution of policy and procedural matters of importance to the 
agency as a whole. Therefore, the supervision of the work of the 
three sections is provided principally by the assistant chief. The 
functions of the three sections are as follows: 

(1) Forms Control and Standardization Section —The Forms Con- 
trol and Standardization Section reviews proposed forms submitted 
by all activities in order to reduce their number and to improve their 
design, makes special forms studies upon request and analyzes forms 
in current use for compliance with established standards. 

(2) Administrative Standards NSection—The Administrative 
Standards Section is responsible for work simplification and work 
measurement, correspondence improvement, and field station and spe- 
cial studies. 

Internal organization reflects these functions. The Work Simplifi- 
cation and Measurement Unit is responsible for the development and 
promotion of work improvement suggestions and the development of 
supervisory training courses in management techniques. 

Phe ¢ ‘orrespondenc e Improvement Unit is responsible for improve- 
ment of correspondence. It provides assistance in the preparation of 
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form letters, correspondence manuals, and correspondence guides. 
“ight hundred and fifty-three form letters and correspondence guides 
consisting of fill-in sentences for routine correspondence have been 
issued, 

The Field Station and Special Studies Unit develops information 
for the establishment, location, and termination of field stations. The 
Unit controls delegations and cancellations of authorities. It also 
maintains liaison between Veterans Administration and national serv- 
ice organizations on such matters as American Legion inspection of 
field stations. The Unit performs other miscellaneous functions such 
as correlating answers of the Assistant Administrators to congres- 
sional correspondence and preparing material for the Congressional 
Directory. 

(3) Zssue Review Section—The Issue Review Section reviews all 
administrative issues to insure concurrence of all departments and 
activities concerned, to eliminate all conflicts with previous adminis- 
trative issues and to standardize format. 


Procedures Division 


The Procedures Division, under the direction of a chief, conducts 
special management studies as requested by the Deputy or Assistant 
Administrators. Programs and functions carried on by the Division 
include the following: 

(1) Procedure review and coordination. 

(2) Preparation of tables of organization for regional offices and 
centers. 

(3) Reeonciliation of veterans’ records. 

(4) Maintenance and revision of Organization Manual MEC+4. 

(5) Preparation of the annual report on the management improve- 
ment program. 

(6) Special assignments such as preparation of the report to the 
President’s Advisory Committee on Management. 

Rese arch Division 


This Division is responsible for standardization and development of 
the Veterans Administration report structure and for the analysis, 
consolidation, and publication of summary management reports. 

The Division collects, assembles, and analyzes reports from field 
stations and central office units, reviews them to see that they meet 
report standards and are arithmetically accurate, and determines 
graphic standards for field station reports. 

It also gathers information not available within the Veterans Ad- 
ministration, such as census reports, statistics from other Government 
departments and agencies, and reports of commercial and industrial 
organizations. 

The Division provides the Administrator with statistical services 
required to keep him adequately informed concerning results of opera- 
tion and publishes reports for use outside the agency, 
\dministrator’s Annual Report to Congress. 


This chapter has summarized the significant management and ad- 
ministrative services now performed by Coordination Service. Ree- 


ommendations concerning these functions are discussed i 
chapter. 
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II. RECOMMENDATIONS 


It has been pointed out that the responsibilities of coordination are 
a mixture of management and routine functions. As a consequence 
of this situation, the management functions have not received the 
attention of the Administrator which they deserve and require. 
Therefore, it is recommended that these management functions be 
transferred to the Office of the Administrator. 

Analyses of the procedural functions remaining indicate that these 
can be performed more effectively if they are placed with related func- 
tions in other units of the organization. Accordingly, it is recom- 
mended that the Coordination Service be discontinued as a unit of 
organization. 

Disposition of the present functions of this service is shown on 
exhibit III, following this page. In addition to the transfer of the 
management functions discussed in part I, the other recommenda- 
tions indicated on this exhibit are discussed in the following para- 
graphs. 

i. Transfe r the Forms Control and Standardization Section to the 
Administrative Services Department 

The responsibilities and operations of this section in approving, 
controlling, and reducing forms required throughout Veterans Ad- 
ministration are important but nevertheless routine functions which 
can be performed more effectively in conjunction with other office 
administrative functions. 


2. Transfer the Work Simplification and Measurement Unit to the 
Office of the Administrator 

The work of this Unit should be restricted to the planning, guid- 
ance, and appraisal of the management improvement program. No 
actual work-simplification projects should be undertaken at this level. 
This unit should also develop policies and plans for the guidance of 
the methods and standards services in each of the program depart- 
ments. 


3. Transfer the Correspondence Improvement Unit to the Adminis- 
trative Services Department 

The work of this Unit in developing form letters and correspondence 
manuals is of a clerical and procedural nature. In the Administrative 
Services Department it can be integrated and coordinated with other 
activities of a similar nature. 

4. Eliminate the Field Station and Special Studies Unit 

Responsibility for determination of field station requirements and 
locations should be delegated to the various program departments. 
Approval of resulting recommendations should be the responsibility of 
the Assistant Deputy Administrator in charge of organization plan- 
ning. 

Maintenance of liaison with national service organizations should 
be the primary responsibility of the Veterans Service Department. 
However, each Assistant Administrator has a commensurate respon- 
sibility with respect to the functions under his direction. 
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Correlation of replies to congressional correspondence and prep- 
aration of material for the Congressional Directory should be the 
responsibility of the Legislation Department. 

As a result of the foregoing reassignments of responsibilities, this 
Unit will no longer be required. 

Transfer the Issue Review Section to the Administrative Services 

Department 

As discussed in part I of this report, the responsibility for coordi- 
nating issues should be assigned to the operating and staff depart- 
ments. This should include review to eliminate conflicts with previous 
issues. Review of issues for format should be assigned to the Publi- 
cations Division of Administrative Services. This division should 
also be responsible for maintenance of the master library of issues. 

The Assistant Deputy Administrator responsible for resolving dif- 
ferences of opinion regarding issues should select from this Section 
the necessary staff to assist him. 

Eliminate the Procedures Division 

The work of this Division should be assigned as follows: 

(1) Procedure review and coordination to the methods and stand- 
ards executives of the program departments. 

(2) Preparation of the tables of organization for field stations to 
the program departments. 

(3) Reconciliation of veterans’ records to the Veterans Service 
Department. 

(4) Maintenance of the Organization Manual (MEC-—4) to the 
Office of the Administrator. 

(5) Preparation of the annual report to the Office of the 
Administrator. 

The Division will no longer be required as a unit of organization 
when these transfers of responsibility have been accomplished. 


Distribute the functions of the Research Division to the Budget and 
Finance Department, program departments, and the Office of the 
Administrator 

The present functions which have to do with the assembly, consoli- 
datiom, and analysis of field station reports and program data should 
be assigned to program departments. The establishment of report 
standards, the control of reports, and the preparation of special sta- 
tistical analyses should be integrated with the activities of the Budget 
and Finance Department. The responsibility for management report 
preparation and analysis should be assigned to the Assistant Deputy 
Administrator, as discussed in part I. 

These assignments of the responsibilities and work of Coordination 
Service and the resulting elimination of the service as an organization 
unit will provide for better integration of the functions with similar 
and related activities and for closer top management attention to the 
important management planning and control functions. 
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Part III. Boarp or Vererans APPEALS 
I. BACKGROUND 


The Board of Veterans — als is a quasi-judicial body created by 
Congress to represent the Administrator in the final review and deci- 
sion of all questions on claims for benefits under laws administered 
by the Veterans Administration. Such appeals may be made by vet- 
erans, their dependents, and their beneficiaries, and may originate in 
any area of Veterans Administration responsibility. In all cases ex- 
cept those involving contractual relationships, the decision of the 
Board, representing ‘the Administrator, is final. 

To the Board of Veterans Appeals the Administrator has delegated 
his authority to make administrative deci isions overruling the findings 
of subordinates in connection with veterans’ benefits. This delegation 
is necessary because it is physically impossible for the Administrator 
to hear the thousands of appeals which are made to him each year. 
During the fiscal year ended June 30, 1951, the Board received 55,578 
appeals, held 19,913 hearings, and rendered decisions in 67,479 cases. 

These appeals covered questions of entitlement to compensation and 
pension for service-connected disabilities; pension for disability with- 
out regard to service connection; death compensation and pension ; 
vocational rehabilitation, including need therefor; education; insur- 
ance, including maturity of contracts, waiver of premiums and legal 
beneficiaries; reimbursement for unauthorized medical expenses; 
burial allowances; disability suffered as the result of examination or 
hospitalization or incident to vocational training; emergency officers’ 
retirement benefits; basic eligibility for loan guaranty or insurance; 
readjustment allowances; adjustment compensations ; waiver or re- 
covery of compensation overpayments; forfeiture of rights; and all 
related mixed questions of facts and law, such as character and type 
of service, attorney fees, marital relations, dependence; y, validity of 
claims, division of pensions, apportionment, reduction and increase in 
compensation or pension benefits and similar questions. 

Executive Order 6230, of July 28, 1933, issued pursuant to Public 
Law 425, Seventy-third Congress, authorized the Board of Veterans 
Appeals to hear appeals on claims and also defined its organization. 
This is discussed in chapter II. 


II, PRESENT ORGANIZATION 


The Board of Veterans Appeals consists of 353 approved positions 
under the direction of the Chairman of the Board, who, by law, report 
directly to the Administrator. 

The Chairman is responsible for the development of policies and 
procedures governing the appeal and hearing of claims cases and the 
consideration and interpret ation of evidence. He coordinates the 
activities of the Board with those of other departments of Veterans 
Administration and maintains relations with service and other out- 
side organizations, 
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The Chairman is assisted by a Vice Chairman, who is responsible for 
direction of the operations of the Board. The principal units of the 
Board of Veterans Appeals, shown on exhibit IV, are the: 

(1) Twelve sections of the Board 

(2) Consultant Service 

(3) Appeals Operation Service 
Organization and functions of these units are discussed in detail in the 
following paragraphs. 
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1. Sections of the Board 

Appeals are reviewed and decisions rendered by 12 sections of the 
Board. Each section is composed of associate members of the Board 
and consultants in various numbers. In addition, each section has one 
or more administrative clerks. Associate members and consultants 
are assigned to sections as required, with one of the associate members 
being designated as chief of the section reporting to the Vice Chair- 
man. Sections generally specialize in certain types of cases to provide 
consistency and uniformity of decision. Currently there are 37 asso- 
ciate members. 


2? Consultant Service 


The Consultant Service, under a director, includes 86 medical and 
legal consultants who provide technical assistance to the sections of 
the Board as assigned by the Director. 

Consultants are responsible directly to associate members of the 
section to which they are assigned. ‘The associate members, after a 
brief review, distribute appealed cases to consultants, who review such 
cases in detail, performing all necessary research into the technical 
aspects of the cases, and draft tentative decisions. These decisions are 
then considered by the sections as a whole, and approval or revision is 
made accordingly. In the course of their work, consultants are also 
responsible for detecting any irregularities in decisions prepared by 
field stations. 





ergy ate Sia aaa oe Ae. 





sik 


it SURREAL UN ed 


peat itis 


ate aa 





* 
- 
# 


EAM rsa ten e 


Fae Sor 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 259 


Appeals Operations Service 
“The Appeals Operations Service, consisting of 202 positions, pro- 
vides the necessary clerical and stenographic service for the Board. It 
arranges hearings, maintains statistics relative to the Board’s opera- 
tions, and conducts research on procedural matters. To perform its 
functions effectively, this Service is divided into the Central Office 
Appeals Operations Division and the Field Appeals Operations 
Division. 

(1) Central Office . L ppe als O perations Division—The Central Of- 
fice Appeals Operations Division, under the supervision of a chief, 
with four section chiefs reporting to him, is composed of 195 approve d 
positions. It receives, records, inspects, routes, locates, and handles 

cases while they are before the Board. It handles all correspondence 
for the Board in reference to appeals, provides stenographic service 
for the Board, and schedules and arranges hearings held on appealed 
cases. The four sections of this Division are the : 

Mail and Records Section 

Hearing Section 

Examining and Correspondence Section 

Stenog1 aphic Section 

The Mail and Records Section, under the direction of a chief, re- 
ceives mail and cases coming before the Board, records and examines 
them, maintains control records on case movement, collects statistical 
data regarding workload, and dispatches mail and ease files from the 
Board. 

The Hearing Section, under the direction of a chief, schedules 
hearings, provides physical facilities for the conduct of the hearings 
and contacts and performs necessary liaison duties with the claimants 
and their representatives and any witnesses or interested parties to 
such hearings. Transcripts of hearings are prepared and forwarded 
with necessary files to the Consultant Service for action. The Chief 
of the section is in frequent contact with representatives of national 
service organizations, as they most frequently represent claimants 
ae witnesses appearing be fore the Board. 

lhe Examining and Correspondence Section, under direction of 
a chief, handles all cor respondence relating to the status and process- 
ing of cases by the Board. The employees of this section pre pare 
correspondence covering appeal procedures, processing of cases, noti- 
fication of claimants, and other interested parties of decisions reached 
by the Board, explanations of decisions, requests for additional evi- 
dence or information, answers to inquiries or other matters relating 
to activities of the Board or specific cases. Matters of sufficient im- 
portance to require personal handling by higher authorities on the 
Board are not handled by this section. 

The Stenographic Section, under a chief, provides secretarial and 
stenographiec services, as required, to sections of the Board, the Con- 
sultant Service, and attorneys and correspondence clerks in the Exam- 
ining and Correspondence Section. 

(2) Field Appeals Operations Division —The Field Appeals Op- 
erations Division consists of a chief, a legal assistant, who serves 
as field representative, a secretary nd two statistical clerks. The 
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primary responsibilities of the division are to obtain uniformity of 
practice in handling claims appeals in field offices, to devise and pre- 
pare statistical reports dealing with the Board’s activities and to 
conduct statistical research for the Board. The chief of this division 
is also publications control officer of the Board. 

The chief of the division reviews, for the chairman, bulletins, man- 
uals, and other issues dealing with operational activities of other 
departments, and services submitted to the chairman for concurrence. 
He prepares for publication material regarding the work of the Board. 
In cooperation with the Consultant Service he prepares and issues 
procedural instructions dealing with recording, developing, and certi- 
fying appeals. 

In the foregoing paragraphs, the present organization of the Board 
of Veterans Appeals has been described. It is an effective organiza- 
tion plan; therefore, no changes are recommended. However, ‘several 
recommendations for improving procedures employed are discussed 
in the next chapter. 

III. RECOMMENDATIONS 


The Board of Veterans Appeals is organized and operated in a 
manner which mania it to accomplish effectively the purpose for 
which it was established. Appealed cases are disposed of in an orderly 
manner and with dispatch. 

Division of responsibility for external and internal administrative 
matters between the chairman and the vice chairman, respectively, 
results in economy of effort and provides two competent adminis- 
trators at the head of the organization to insure continuity and con- 
sistency of action. 

Assignment of associate members of the Board of Veterans Appeals 
to 12 sections of the Board complies with provisions of enabling legis- 
lation applicable to the Board. Responsibilities of these members are 
effectively delegated so as to relieve them of routine appeal proce- 
dures and leave them free to devote their attention to important and 
involved decisions only. 

Such delegation of responsibilities i is effectively provided for by the 
Consultant Service, which is responsible for all routine technical mat- 
ters, and the Appeals Operations Service, which is responsible for all 
routine clerical matters. The result is the economical employment of 
personnel with lower civil-service classifications to perform functions 
commensurate with their abilities. 

From the foregoing discussion, it is evident that the Board of Vet- 
erans Appeals is a satisfactory organization and operation. No or- 
ganizational changes are necessary, and only the following minor 
operational recommendations are made. 


Add achecklist to the certification which accompanies appeals from 
the office of original jurisdiction 
When initial decisions on cases are appealed, case files are forwarded 
to the Board of Veterans Appeals together with certifications by offices 
of original jurisdiction that these files are completes for the purposes 
intended. However, such certifications state only that files are com- 
plete and do not state what records are included in the files or what 
information, such as pertinent dates, types of hearings requested, 
types of claims and names of interested persons, is contained in these 
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records. Asaresult, much information developed by offices of original 
jurisdiction to determine that case files are complete must be redevel- 
oped when the files are received by the Board of Veterans Appeals. 

To overcome this, the form of certification now used should be 
changed to include both a certification and a checklist. The checklist 
should provide blank spaces to be filled in with information developed 
at the time that case files are checked at offices of original jurisdiction. 
Such combined certification and checklist forms would establish a 
more complete check upon the content of files and would eliminate the 
necessity of redeveloping much basic information when files are re- 
ceived by the Board of Veterans Appeals. The chairman should de- 
velop the checklist and request its usage by offices of original juris- 
cliction. 


2. Review appeals files for completeness once only, when they are re- 
ceived by the Board of Veterans Appeals 

At the present time, appeals files are reviewed for completeness for 
different purposes in the Mail and Records Section, the Hearing Sec- 
tion, and the Consultant Service. Much basic case information, such 
as names, dates, and places, is developed two or three different times 
by different people. 

This results in considerable duplication of effort and waste of time. 
Instead, when appeals files are first received by the Board of Veterans 
Appeals, they should be reviewed for completeness once only by the 
Mail and Records Section. Such review should be sufficiently com- 
prehensive to meet the requirements for basic information of the Mail 
and Records Section, the Hearing Section, and the Consultant Service. 
3. Refer correspondence regarding active or recently decided appeals 

to consultants who reviewed the cases 

Correspondence regarding active or recently decided appeals is now 
referred for answer to the Examining and Correspondence Section. 
To prepare such answers, attorneys and correspondence clerks in that 
section may have to review and study entire cases, although such cases 
have been thoroughly studied by the consultants who prepared the 
decisions. This also results in duplication of effort. To avoid dupli- 
cation of effort, such correspondence should be referred directly to the 
consultants who reviewed the cases. 

Changes in the operation of the Board of Veterans Appeals result- 
ing from the foregoing recommendations are minor. The organiza- 
tion remains the same. In operations, areas of duplication of effort 
are eliminated. These changes can be achieved with a minimum of 
(disturbance to existing operating procedures. 

Otherwise, organization and operation of the Board of Veterans 
Appeals are satisfactory and should be continued as at present. 


Part [V. Leetsiation 
I. BACKGROUND 
Legislation administers all matters pertaining to proposed legisla- 
tion, Executive orders, and proclamations affecting the Veterans Ad- 


ministration. It performs legislative assistance, collaboration, and 
liaison functions between the Veterans Administration and the Con- 
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gress of the United States. It is the channel of orderly communica- 
tion between the two. 

This function originated in the early 1920’s in the Legal Division 
of the Veterans Bureau. The first major effort in this area was legis- 
lative research carried out by a representative of the Legal Division 
and a representative of the Office of the Director of Veterans A ffairs, 
which resulted in the World War Veterans Act of 1924. Through 
succeeding years and especially after World War II, the importance 
of sound liaison between the Veterans Administration and Congress 
increased rapidly, and in 1946 the separate Legislation Office, under 
direction of an Assistant Administrator, was “created to devote its 
efforts solely to such work. 

Congress recognizes legislation by appropriating funds for its use, 
by assigning office space in both the House and Senate office buildings 
for the use of its staff and by utilizing the services it furnishes to 
Members of Congress and congressional “committees. 

These services are also utilized by the Bureau of the Budget and 
the Office of the President. 

The congressional committees having jurisdiction over the major 
part of proposed veteran legislation are : 

House Committee on Banking and Currency 
House Committee on Veterans Affairs 

Senate Committee for Finance 

Senate Committee for Labor and Public Welfare 
Senate Committee on Banking and Currency 

These committees are engaged in the study and analysis of pro- 
posed legislation, but most. committee staffs are small and find it neces- 
sary toc all on the agency for assistance. It isin this area of study and 
analysis that legisla ation operates. It performs the following fune- 
tions: 

(1) Assures, insofar as it is able, that legislation passed by Congress 
is couched in clear and concise language : and engenders a minimum of 
cumbersome administrative restrictions. 

(2) Advises Congress of the effects that proposed legislation will 
have on existing legislation and on Veterans Administration costs 
and administrative practices. 

(3) Provides a channel through which Veterans Administration 
may draft and have introduced bills to facilitate the administration 
of veterans’ affairs, 

(4) Acts as a means of developing and maintaining good personal 
relationships between Members of Congress and the V eterans Admin- 
istration. 

(5) Informs the Administrator and his administration currently of 
the thinking and intentions of Members of Congress relative to the 
Veterans Administration. 

(6) Drafts, for the Administrator, papers and documents rel: ating 
to legislation. 

(7) Prepares or reports on Executive orders, proclamations, and 
regulations of other Government agencies affecting Veterans Admin- 
istration. 

During the fiscal year ended June 30, 1951, this office reviewed 9,147 
congressional bills to determine their relevanc y to activities of the 
Veterans Administration. Of these, 2,069 were indexed and filed. 
It prepared 480 reports on bills at the request of Congress, the Bureau 
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of the Budget and the President. It represented the Veterans Ad- 
ministration at 93 committee meetings and prepared 54 drafts of bills. 

Approximately 16,500 letters were written In response to congres- 
sional inquiries regarding claims, and 490 individual claims cases 
were reviewed and briefed. ve 

In performing these duties, Legislation is guided by a basic policy 
of the Administrator, which is to refrain from recommending to the 
Congress for or against general legislation granting additional or 
extending existing benefits to veterans. 


II. PRESENT ORGANIZATION 


The Assistant Administrator in charge of legislation reports to 
the Administrator through the Deputy Administrator. He repre- 
sents the interests of Veterans Administration in connection with 
proposed legislation, Executive orders and proclamations affecting 
veterans’ affairs, and maintains liaison with Members of Congress 
and their secretarial staffs. 

He keeps himself informed of the thinking of Assistant Admin- 
istrators by means of personal contacts and through their formal 
reports on legislation. He keeps them advised on congressional 
thinking that may affect their programs. He delegates to the execu- 
tive assistant the administration of the office while retaining the bulk 
of the work which involves congressional contacts. 

The executive assistant performs necessary internal supervisory 
functions and thus leaves the Assistant Administrator free for re- 
quired contacts with Congress and for the coordination of the activi- 
ties of the office with other Veterans Administration activities. The 
working relationship between the Assistant Administrator. and the 
executive assistant is the common one of a team in which the Chief 
Executive directs his attention principally to external contacts while 
the subordinate concentrates his efforts on internal operations, each 
keeping the other informed of his own activities. 

The organization of legislation is shown on exhibit V. The follow- 
ing paragraphs describe this organization and the operations of the 
office : 

1. Legislative attorney with the Senate committee 

The legislative attorney with the Senate committee and a secretary 
are located in the Senate Office Building. The legislative attorney 
helps the Assistant Administrator maintain congressional liaison on 
all legislative matters. He analyzes legislation passed by the House 
for differences from the original bills reported on by the legislative 
projects services. 

2. Legislative reference and research staff 

The legislative reference and research staff, under a chief legisla- 
tive analyst who reports to the executive assistant, maintains a library 
containing historical records, reports, and other material related to 
legislation, and conducts meal projects for legislation. It main- 
tains a compilation of Federal laws pertaining to veterans, which it 
annotates, indexes, and cross references for effective use in legislative 
analysis. It prepares pamphlets, résumés, releases, and documents 
pertaining to veterans’ legislation, not only for the use of the Vet- 
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EXHIBIT V 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Present Plan of Organization 
LEGISLATION 
June 1951 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


LEGISLATION 
ASSISTANT 
ADMINISTRATOR 
EXECUTIVE ASSISTANT 


LEGISLATIVE LEGISLATIVE 
ATTORNEY WITH THE aeceamea tare 
SENATE COMMITTEE CHIEF ANALYST 


CONGRESSIONAL LEGISLATIVE 
LIAISON SERVICE PROJECTS SERVICES(S 
DIRECTOR DIRECTORS 


erans Administration but also, in the form of committee prints, for 
congressional committees. 


92 


3. Congressional Liaison Service 


The Congressional Liaison Service is located in the House Office 
Building to answer inquiries from Members of Congress concerning 
veterans and veterans’ affairs. These inquiries are in the form of 
letters, telephone calls, and personal visits, and are concerned princi- 
pally with the status of veterans’ claims which have been brought 
to the attention of Members. Answers are prepared from facts gath- 
ered by operating departments of the Veterans Administration. If 
necessary, meetings are held with the Congressmen concerned to go 
over more difficult cases. 

It is through the Congressional Liaison Service that relationships 
with Congress are developed which furnish the Administrator and 
others of the Veterans Administration with the trends of congressional 
thinking with respect to veterans’ affairs. 

Legislative Proje cts Services 


o 

There are five Legislative Projects Services. Each specializes in 
specific areas of legislation pertaining to veterans and veterans’ af- 
fairs. The attorneys attached to these services prepare legislative 
analyses and reports for congressional committees and for individual 
Members of Congress. These attorneys work ¢ losely with the depart- 
ments of Veterans Administration concerned with the matters in 
which the attorneys specialize, in order to obtain the benefit of their 
accumulated experience with respect to the language, estimated costs, 
and administrative limitations of proposed legislation. 
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In addition to analyzing and reporting on proposed legislation, the 
Legislative Projects Services report on Executive orders and procla- 
mations. They also assist in the preparation of testimony and sup- 
porting data for Assistant Administrators to present at hearings be- 
fore congressional committees. 


Ill. RECOMMENDATIONS 


The Legislation Office is well organized and operated to accomplish 
the purpose for which it was established. Its relationships with Con- 
gress are sound, and it is able to appraise veterans’ legislation and to 
keep the Administrator informed of congressional thinking relative 
to Veterans Administration activities. 

The close relationship existing between the Assistant Administrator 
and the executive officer enables the latter to discharge the internal 
administrative responsibilities of the service and frees the former to 
engage in legislative liaison functions with Congress, for which he is 
ultimately responsible. This division of effort is effective. 

In the performance of these functions, the Assistant Administrator 
is aided by the legislative attorney with the Senate committee. This 
enables the Assistant Administrator to devote the major portion of his 
efforts to activities in the House of Representatives, where most legis- 
lation affecting the Veterans Administration originates, and at the 
same time to maintain a close personal contact with the Senate. It is 
an excellent arrangement for extending the effectiveness of the Assist- 
ant Administrator on a personal basis. 

The bulk of legislative research and analysis required by the Assist- 
ant Administrator and the legislative attorney is performed by the 
Legislative Reference and Research staff. The composition of this 
group and its location in the organization as a staff unit are well suited 
to accomplishment of the function for which it is responsible. Serv- 
ices of this staff are available to others in the office also. 

Routine administrative liaison with Congress, as compared to legis- 
lative liaison, is the responsibility of the Congressional Liaison Serv- 
ice. Congressional Liaison Service performs this function effectively 
and at the same time relieves the Assistant Administrator of what 
otherwise might be an intolerable administrative burden. 

Finally, the great bulk of research, development, and preparation 
of material for legislation is per formed on a project basis by the five 
Legislative Projects Services. ‘This is a flexible arrangement, which 
permits assignment of personnel within the service to discharge most 
effectively a ‘work load determined for the most part by congressional 

activity and beyond the control of the Assistant Administrator. 

From the foregoing discussion it is evident that legislation is a 
satisfactory organization and operation; consequently, no recom- 
mendations are made. 


Part V. INFORMATION SERVICE 
I. BACKGROUND 
Information Service is responsible for preparing and releasing to 


the public, information about the Veterans Administration and for 
keeping the Administrator informed of public reactions to Veterans 
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Administration activities, Information Service also cooperates with 
Contact Service to disseminate to veterans information about veter- 
ans benefits. 

Initially, these functions were performed by a smal] Press Service 
telations Service in the Veterans Bureau and later in Veterans Ad- 
ministration. In 1945, the Press Relations Service Was replaced by 
the Office of Public Relations. The latter was an aggressive group 
Which grew with the postwar Veterans Administration to an author- 
ized strength of 300 employees and an on-duty strength of about 280 
employees in 1946. 

Since that time. funds and Personnel appropriated for dissemina- 

tion of information to the public have been progressively reduced by 
specific limitations in each appropriation act. 
The First Deficiency Appropriation Act, 1947, placed a personne] 
limitation of 100 employees upon the Office of Public Relations. In 
line with this limitation the former Visual Aids Service of the Office 
of Publie Relations Was reorganized as the Presentation Division of 
the Contact and Administrative Services. The remaining news and 
press release and radio- and television-script-preparation functions 
were designated ag Information Service, 

The General Appropriations Act, 1951, placed a Personnel limita- 
tion of 70 employees upon the Information Service. The independent 
Offices Appropriation Act, 1952, continued the Personnel limitation of 
(0 employees but stipulated that appropriated funds for this service 
Should not exceed 1 percent. of estimated budget requirements, Ag 
a result of this drastic curtailment of funds, Information Service had 
been reduced to a staff of 46 as of December 31. 1951. 

During the fisea] year 1951, prior to the foregoing reduction in 
force, Information Service engaged very actively in the (lissemina- 
tion of information to veterans and the public. A total of 358 radio 
and television programs ranging from 5 fo 30 minutes in length were 
prepared. These included scripts, special messages, and speeches, In 
addition, 963 radio and television Spot announcements were developed. 
This material was broadcast without charge by some 3.000 stations a 
total of 992,089 times. The value of the time and talent Involved is 
estimated at $13,000,000, 

During the same period 102 press releases from one to four pages 
in length were distributed to 1.890 daily newspapers with total cir- 
culations of 4,877,825 and to 10,103 other Newspapers published less 
frequently, Special articles totaling 254 and ranging in length from 
one to three pages were distributed to al] or a selected group of 1,590 
trade, professional and veterans’ publications with an approximate 
circulation of 60,000,000. Fifteen fact sheets averaging 2] pages in 
length were dist ributed to about 150 daily hewspapers and 1.590 trade, 
professional and vetefans’ publications, and an additional 10,000 
copies were distributed to nonmedia recipients, 

In addition to radio, television and press releases, Information 
Service prepares Vic Vet mats, Vie Vet posters, Veterans Adminis- 
tration hospital charts, a two-page statistical] summary of Veterans 
Administration activities, legislative Progress reports and an Infor- 
mation Service Bulletin. 
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II. PRESENT ORGANIZATION 


As indicated previously, because of fund limitations. only 46 of the 
70 positions authorized ‘for Information Service were filled as of 
December 31, 1951. Of these, 11 were in central] office and 35 in the 
field. Unlike most other central office groups, field representatives 
and their secretaries, as well as personnel physically located in central 
office, are included on the central office organization chart and payroll. 

Information Service is in charge of a Director who reports to the 
Administrator through the Deputy Administrator. He is assisted by 
an Associate Director and an information specialist. 

Because of the nature of the work, which affects in a greater or lesser 
degree all activities of the Veterans Administration, the Director of 
Information Service is in frequent contact with the entire top manage- 
ment group of the Veterans Administration. He keeps the adminis- 
trator and others in the Inanagement group informed of veterans’ and 
public reactions to Veterans Administration policies and activities, 
He is assisted in this function by advice from Information Service 
representatives in the field. 

The Director is responsible for initiating and supervising all activi- 
ties of the service. He develops policies governing preparation and 
release to the public of information about the Veterans Administration 
and initiates programs to implement these policies. He directs and 
reviews the preparation and dissemination of news, radio, and other 
releases. He supervises liaison and maintains good relations with 
press, radio, and other media and with public and private agencies, 
He provides technical advice and guidance to members of the Infor- 
mation Service staff. Finally, he obtains approval and release of. 
und gives final clearance to, information to veterans and to the public. 

The Associate Director of the Information Service assists the Di- 
rector in the performance of the functions, duties, and responsibilities 
(liscussed previously, and when the Director is absent from his office the 
Associate Director assumes responsibility for routine operation of the 
Service. 

The information specialist performs special duties as assigned. 

The present organization of the service is shown on exhibit VI. 
Details are discussed below. 

1. News and Press Release Division 

The News and Press Release Division consists of a Chief, a secretary, 
and a part-time representative, who divides his time between central 
office and the Washington regional office. The Chief reports to the 
Associate Director, 

This Division prepares and distributes official] press releases to news- 
papers, wire services, news bureaus, magazines, veterans’ publications, 
and trade publications, Special articles are written for encyclopedias, 
yearbooks, almanacs, magazines and vewspapers, and veterans’ pub- 
lications, and fact sheets are prepared for direct distribution to vet- 
erans, their dependents and their beneficiaries. The Division answers 
all sorts of inquiries from Congressmen, correspondents, representa- 
tives of national service organizations, students, and the generaj public, 
Finally, it is responsible for distribution of ‘a number of Veterans 
Administration publications, 
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Exuisit VI 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Present Plan of Organization 
INFORMATION SERVICE 
Jane 1951 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


INFORMATION 
SERVICE 
DIRECTOR 


NEWS AND PRESS RADIO AND NEWS ANALYSIS FIELD PERSONNEL 
TELEVISION AND OFFICE 
RELEASE DIVISION PROGRAM DIVISION SERVICE DIVISION ASSOCIATE 


CHIEF CHIEF CHIEF DIRECTOR’ 





Formerly these functions were performed by a staff of six persons. 
Recent reduction of the staff to two full-time and one part-time 
employee has curtailed the foregoing functions and __ activities 
considerably. 

2. Radio and Television Program Division 

The Radio and Television Program Division consists of a Chief, a 
speech writer, a script writer, and one secretary. The Chief reports 
to the Associate Director. 

This Division prepares radio and television programs, which are 
produced in cooperation with the Presentation Division of the Con- 
tact and Administrative Services. The purpose of these programs, 
as in the case of press releases, is to keep veterans and the public 
informed of events of interest to veterans and of activities of the 
Veterans Administration. The speech writer, as the title implies, 
prepares speeches for Veterans Administration personnel but is as- 
signed to this group for administrative convenience, as he can assist 
with preparation of programs when not otherwise engaged. 

. News Analysis and Office Service Division 

The News Analysis and Office Service Division now consists of a 
single analyst. He clips from New York and Washington papers, 
magazines and veterans’ publications all news of interest to Veterans 
Administration personnel. If necessary, he prepares digests of news 
articles for circulation to Veterans Administration personnel on a 
limited basis. 

In addition, he is responsible for routine office services, such as mail 
distribution, filing and maintenance of personnel records for the 
service. 
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4. Field personnel 
Information Service field representatives are located as follows: 


Atlanta, Ga. Philadelphia, Pa. 
Boston, Mass. Richmond, Va. 
Chicago, Il. St. Louis, Mo. 
Dallas, Tex. St. Paul, Minn. 
Denver, Colo. San Francisco, Calif. 
Detroit, Mich. Seattle, Wash. 

Los Angeles, Calif. Shrevepert, La. 
Montgomery, Ala. Washington, D. C. 


New York, N. Y. 


Field representatives report directly to the Associate Director in 
central office. They are attached to field stations in the foregoing 
locations for purposes of office accommodations, but they are not re- 
sponsible to the managers of these stations. Their services are avail- 
able to other field station managers, as required. 

In general, they perform locally functions similar to those per- 
formed by Information Service in central office, such as the following: 

(1) Advising local managers of public interest in field station 
activities. 

(2) Developing local information programs with approval of field 
station managers. 

(3) Maintaining liaison with local press, radio and other informa- 
tional media to obtain acceptance of Veterans Administration by the 
publie. 

(4) Advising field station managers about preparation of informa- 
tion for public use. 

(5) Obtaining approval of, and releasing locally, information on 
veterans’ benefits and Veterans Administration policies and adminis- 
trative programs. 

These functions are performed on a staff service basis, as field rep- 
represent itives have no direct control over information activities of 
field station managers. 


5. Close interrelationship between Information Service and Contact 
Nervice 

Because of personnel limitations it has been necessary for Informa- 
tion Service to enlist the cooperation of Contact Service in the dis- 
semination of information to veterans and the general public. Contact 
Service has representatives in Veterans Administration offices 
throughout the country, including many of the smal] communities. 
These representatives perform many similar functions in providing 
to veterans information about benefits and services available to them. 

The foregoing paragraphs describe the present organization of 
Information Service. In the next ch: apter, recommendations for im- 
proving this organization are discussed. 


Ill. RECOMMENDATIONS 


The public information program of Veterans Administration 
should be strengthened in every way possible within the limitations 


of reasonable budget allotments. Veterans Administration is fre- 
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quently criticized by veterans and the general public. Generally, such 
criticism is based on misinformation, lack of understanding and exag- 
gerations of individual situations. Within the excessively restrictive 
limitations of an all too inadequate budget, Information Service has 
done as much as possible to counteract this adverse public reaction. 

Greater public information effort is required not only to improve 
public understanding and appreciation of Veterans : Administration 
and its programs, but also to obtain better understanding of and com- 
pliance with established procedures by veterans. A more extensive 
public information program in this respect could serve to eliminate 
thousands of letters and clerical actions resulting from failure of vet- 
erans to follow prescribed procedures. It is anticipated that a fully 
effective public information program would pay for itself in admin- 
istrative savings in other operations of Veterans Administration. 

Recommendations with respect to organization and operation of 
the Information Service provide for expanding and strengthening 
the public information program. The proposed plan of organization 
is shown on exhibit VII. It provides for the retention of the present 
divisions at central office and for the transfer of the field staff to the 
Veterans Service Department. Specific recommendations are pre- 
sented in the following paragraphs. 


Exuisir VII 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Proposed Plan of Organization 
INFORMATION SERVICE 
April 1952 

















ADMINISTRATOR 
DEPUTY ADMINISTRATOR 





INFORMATION 
SERVICE 
DIRECTOR 





SPECIAL ASSISTANT 
TO THE 
ADMINISTRATOR 


















NEWS AND PRESS 
RELEASE DIVISION 
CHIEF 


RADIO AND 
TELEVISION PROGRAM 
DIVISION 
CHIEF 


NEWS ANALYSIS AND 
OFFICE SERVICE 
DIVISION 
CHIEF 













1. Increase the staff of the news and press release division 

The News and Press Release Division of Information Service is 
composed of a chief, a secretary, and a part-time representative. This 
limited staff is manifestly inadequate. In an agency as large as the 
Veterans Administration, proper press relations are of the utmost 
import ance and a fully effective staff organization should be estab- 
lished to develop and maintain them. To accomplish this, it is recom- 
mended that the staff of the News and Press Release Division be in- 
creased to 10 full-time employees. 
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Prior to the recent drastic reduction in force, personnel in the News 
and Press Release Division specialized by programs such as medical, 
insurance, loan guaranty, and vocational rehabilitation and training. 


This specialization has been discontinued at the present time, because 


sufficient personnel is not available. Since specialization is highly 
desirable in an organization engaged in activities as diverse as those 
of the Veterans Administration, the recommended staff of 10 should 
be specialized as follows: 


cy Trormation speciaiset—medre 1 
(2) Information specialist—insurance_ we mettion = eee 1 
(3) Information specialist—claims Sst cewek eabe net 1 
(4) Information specialist—vocational rehabilit ation and education 
S0G"i0an SGATERTY...... cc baie scicayedlancaas echidna tai 1 
(5) Information specialist—general publie______- " mites . 2 
CG) Sermo cre peers. ee eee pancem teense’ + 
TR ia Es es ee eae a blag ee ee Dt 10 


Each major operating department will have an est: ablished point of 
contact within Information Service and assigned specialists to assist 
it in a staff capacity. The general public-information specialists 
should work w ith the Veterans Service Department. 

2. Strengthen the News Analysis and Office Service Division 

At the present time one man is performing a news-clipping service 
from New York and Washington papers. In addition, he performs 
the office services for Information Service. Such thin news coverage, 
even though supplemented by communications from field representa- 
tives, is insufficient for an agency such as the Veterans Administration. 

A national news-coverage clipping service should be undertaken if 
additional funds for purchase of newspapers, periodicals and other 
publications can be procured. Personnel in the News Analysis and 
Office Service Division should be increased proportionately to the 
news coverage possible with the funds available. The office-service 
function of this division is minor and should be assigned to the 
secretary. 


3. Transfer the field representatives to the Veterans Service 
De parti nt 

In order to increase the effectiveness and influence of the field repre- 
sentatives in carrying out the required public-relations program, it 
is recommended that they be transferred to the Veterans Service De- 
partment. Representatives of the Veterans Service Department 
located at field stations are responsible for handling contacts with 
veterans, for informing them of Veterans Administration programs 
and for educating them in the procedures to be followed. ‘These latter 
two responsibilities area lso the objectives of the public-information 
program. Radio and press releases are merely additional forms of 
contact with the veteran and supplement those direct contacts being 
maintained by Veterans Service representatives in the field. Veterans 

Administration will benefit from the closer integration of these two 
related activities that will result from common direction and 
supervision. 

When this move is made, the public-information program should 
be developed, administered, and executed in the manner described in 
the following paragraphs. 
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(1) The Assistant Administrators for the program departments 
should be responsible for the development of public-information 
programs.—The responsibility for determination of public-informa- 
tion requirements and the development of departmental public-infor- 
mation programs should rest with the Assistant Administrators of the 
program operations. They are responsible for the success and 
efficiency of these programs. They know most intimately the prob- 
lems encountered in operation and are in the best position to deter- 
mine the information which should be disseminated to meet these 
problems. Public-information programs developed in this manner 
should be more realistic, more effective and more helpful to veterans 
because they will be tailored to the specific needs and requirements of 
each program. 

These programs should be submitted to Information Service for 
review and approval for conformance to basic policies of the Adminis- 
trator with respect to public information. Major releases should also 
have the approval of Information Service. Assistant Administrators 
should work closely with Information Service to obtain full benefit of 
the experience and knowledge of the service. 

(2) Information Service should provide staff assistance to the 
program departments and functional control over public informa- 
tion for the Administrator—Information Service can operate most 
effectively in a staff capacity once the field representatives are trans- 
ferred tothe Veterans Service Department. In this capacity it should 
develop and establish the basic policies governing public-information 
programs. It should develop and maintain relationships with 
national information outlets and contacts. It should review and coor- 
dinate, for the Administrator, the programs developed by the program 
departments to assure compliance with established policies and should 
counsel and guide program departments in the most effective means 
of conducting approved programs. It should be responsible for 
approving major releases by program departments and for preparing 
and releasing material pertaining to Veterans Administration as a 
whole. Finally, it should appraise and evaluate the results of the 
programs and keep the administrator informed of their effectiveness 
and the reactions of the general public. 

(3) Field station managers should be responsible for carrying out 
public information programs locally.—Managers of insurance claims, 
vocational rehabilitation and education, and loan-guaranty centers 
should be responsible for carrying out the public-information pro- 
grams of their respective operations locally and within assigned 
territories. 

Managers of medical centers should likewise be responsible for effee- 
tive execution of public-information programs of the Department of 
Medicine and Surgery for assigned territories. Locally they should 
delegate this responsibility to hospital managers. 

Managers of veterans service centers and regional offices should be 
responsible for carrying out the public-information programs of the 
Veterans Service Department and for maintaining good relations 
locally. , 

(4) Veterans Service Department should provide assistance in 
carrying out public-information programs.—The managers of vet- 
erans’ service centers should be responsible for assisting other program 
operations in carrying out their public-information programs. A field 
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representative should be located at each of the 16 veterans service 
centers. As the representative of the center manager, the field repre- 
sentative should advise and assist the program managers in the execu- 
tion of their respective programs. In addition, field representatives 
should guide and counsel with Veterans Service representatives in 
regional offices and VA offices. 

In addition to the 16 field representatives located in veterans service 
centers, there should be 10 located in medical centers which are not 
located in cities where veterans service centers are located. These 
field representatives should guide and counsel medical-center man- 
agers and hospital managers in the execution of public-information 
programs for the medical program. 


Add the special assistant to the Administrator to the information 
Service Staff 

As discussed in part V, this individual is conducting a public infor- 
mation program directed at the improvement of interracial relations 
among veterans and within Veterans Administration. This activity 
can be better integrated and coordinated with the broad information 
program of Veterans Administration with the special assistant on the 
staff of the director of Information Service. 

Results and benefits 


The purpose of these recommendations is not to increase substan- 
tially the size of Information Service, but to define and clarify its 
functions and, by fecusing its efforts on the important staff functions, 
to increase its effectiveness. A further purpose is to emphasize the 
importance of public information to the success of each operating 
program by placing the basic responsibility for determining needs and 
developing effective programs to meet these needs with the respective 
Assistant Administrators 

Veterans Administration and its services are much maligned. 
Little has been done to counteract unjustified criticism from all sides. 
Critical public and veteran opinion stems from the inadequate service 
provided during the aeentbtliaabio of World War ITI forces which 
created an unusual workload which Veterans Administration was not 
organized to handle. Service has been improved greatly, but this has 
not been brought forcibly to the attention of veterans and the general 
public. Recent publicity has still been generally unfavorable. 

Veterans Administration needs to develop aggressive and forceful 
public information programs. It needs to keep the public better in- 
formed of its activities and to develop and maintain a more friendly 
and favorable attitude on the part of the general public. It needs 
to keep veterans better informed concerning the manner in which 
benefits and services may be obtained most expeditiously. It needs 
to accomplish these objectives at a reasonable cost. 

It is the responsibility of Information Service to see that these 
objectives are accomplished. This responsibility can best be fulfilled 
by working through the operating programs, by developing clear and 
forceful policies to guide operating personnel in the development of 
their programs, by providing technical advice, by reviewing the pro- 
grams for policy compliance ‘and by evaluating for the Administrator 
the results of approved progr: ums, 

By providing such staff service in an effective manner, Information 
Service can contribute most to the accomplishment of the objectives 
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stated above and to the improvement of the public relations of 
Veterans Administration. 


Parr VI. Inspection AND INVESTIGATION SERVICE 
I. BACKGROUND 


The Inspection and Investigation Service is the centralized investi- 
gating agency directly representing the Administrator throughout the 
Veterans Administration. It is responsible for investigating alleged 
and actual maladministration and fraud within the Veterans Admin- 
istration and among veterans and others in their relationships with 
the Veterans Administration. Contrary to the implication of its title, 
the Inspection and Investigation Service performs no inspection func- 
tions at the present time. 

The investigation function presently performed by the Inspection 
and Investigation Service originated in 1918, when the Assistant Sec- 
retary of the Treasury authorized the Bureau of War Risk Insurance 
to: conduct investigations on a fee basis. Since then, under the Bu- 
reau of War Risk Insurance, the Veterans Bureau and the Veterans 
Administration, investigation in one form or another and sometimes 
combined with the inspection function has been a continuing activity 
of the Veterans Administration. 

When the Veterans Bureau was created in 1921, an Investigation 
Section was established in the Legal Division and an Inspection Serv- 
ice was established in the Medical Division. In 1923, the Legal In- 
vestigation Section and the Medical Inspection Service were combined 
with certain field coordination and investigation activities to form an 
Inspection Division responsible for agency-wide inspection, investi- 
gation, and coordination. Shortly thereafter, in the same year, the 
Inspection Division was renamed Inspection Service and made direct- 
ly responsible to the director of the Veterans Bureau through the exec- 
utive officer. 

In 1924, a Control Service was established which included an In- 
spection Division responsible for inspection, investigation, and audit- 
ing of property accounts. The Control Service was superseded by the 
Coordination Service in 1925, but the Inspection Division remained 
unchanged as a part of the new service. Coordination groups were 
established with responsibility for inspecting, investigating, and co- 
ordinating Veterans Bureau activities in areas assigned to them. 
Form 1927 on, surveys of hospitals, regional offices, supply depots, and 
other field activities of the Veterans Bureau were conducted annually. 

When the Veterans Administration was established in 1930, how- 
ever, the functions of the coordination groups were gradually absorbed 
by field activities and during this period the Investigation Division 
again became a central office activity reporting to the Administrator 
of Veterans Affairs. During this same period activities of the Inves- 
tigation Division reverted more and more to investigation functions 
to the exclusion of inspection functions. 

This was the situation that existed in 1946 when the Inspection and 
Investigation Service was established as part of the Office of Coordi- 
nation and Planning. The purpose of the Inspection and Investi- 
gation Service was once more to establish an effective, independent, and 
comprehensive inspection and investigation system responsible only to 
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the Administrator. However, the concept of an inspection function 
independent of established supervision was disliked by many execu- 
tives in the administration at that time. As a result, when the Office 
of Coordination and Planning was abolished and the Inspection and 
Investigation Service was established as an independent service re- 
porting to the Administrator, the inspection function gradually 
lapsed, and at the present time only the investigation function remains. 


Il, PRESENT ORGANIZATION 


The Inspection and Investigation Service consists of 60 approved 
positions. The service is headed by a Director who reports to the Ad- 
ministrator through the Deputy Administrator. He undertakes all 
investigations at ‘the direction of either the Administrator or the 
Deputy Administrator. However, the Director may suggest investi- 
gations when they appear to him to be warranted. 

Once an investigation has been undertaken, it is the responsibility 
of the Director to see that it is conducted effectively and expeditiously 
and that proper corrective action is instigated when warranted. In 
discharging the latter responsibility, the Director works directly with 
the Assistant Administrator or Assistant Administrators involved. 
As a last resort he reports the matter requiring corrective action to 
the Administrator. 

The Assistant Director is responsible for internal administration of 
the service and for broad supervision of investigations in progress. 
He acts for the Director in the latter’s absence. 

The service is organized in three divisions, as shown on exhibit 
VIII. These are discussed in the following paragraphs: 


Exuisir VIII 
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Present Plan of Organization 


INSPECTION AND INVESTIGATION SERVICE 
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1. Inquiry and Evaluation Division 

The Inquiry and Evaluation Division is composed of a chief offi- 
cer and 24 authorized investigators and is responsible for conducting 
investigations in the field. "The investigators review records, take 
evidence, and otherwise develop the facts involved. Material thus 
developed is then arranged in orderly fashion, and formal reports are 
ee for the Director and others concerned. 


2. Identification and Detection Division 

The Identification and Detection Division consists of a Chief, three 
document analysts, and a secretary. This is a fairly typical crime- 
investigation operation located at central office, with a chemical 
laboratory, photographic darkroom, and similar crime-detection 

equipment. It performs such functions as identifying handwriting, 
analyzing paper on which records are entered, and searching Federal 
Bureau of Investigation files for fingerprints. 

Administrative Division 

The Administrative Division is composed of a Chief and 24 other 
authorized positions organized in three sections, as follows: 

Office Services Section 
Processing and Compliance Section 
Development Section 

As the name implies, the Oflice Services Section is composed of 
shorthand reporters, stenographers, mail and file clerks, and mes- 
sengers, and provides the usual office services for the Division. 

The Processing and Compliance Section is responsible for circulat- 
ing investigation findings and recommendations to all persons con- 
cerned, and for obtaining written reports of action taken. 

The Development Section prepares lists of impostors posing as vet- 
erans in order to obtain benefits and of veterans who have forfeited 
rights to future benefits for such reasons as treason and misrepresenta- 
tion in respect to claims, and circulates such lists to field stations. 

The Inspection and Investigation Service has been described in 
the foregoing paragraphs, Recommendations for improving the 
service are made in the following chapter. 


Ill. RECOMMENDATIONS 


Organization and operations of the Inspection and Investigation 
Service are for the most part satisfactory. <A close reporting rela- 
tionship with the Administrator and the Deputy Administrator en- 
ables the Director to act in the capacity of direct representative of the 
Administrator. ‘Thus, the possibility of noncooperation or obstruc- 
tionist tactics by individuals and organization units being investigated 
is reduced toa minimum. The Service itself is locigally divided into 
field-investigation activities, central-office-investigation activities, and 
office services. Results of investigations conducted by the Service have 
contributed to more efficient operation of the Veterans Administra- 
tion. 

Therefore, no organizational changes are recommended, and only 
the following minor operational changes s are suggested : 
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1. Change the title of the Inspection and Investigation Service to In- 
vestigation Service 

The Inspection and Investigation Service no longer performs any 
inspection functions. Moreover, the proposed organization of the 
Veterans Administration is designed to provide sufficient inspection 
of operating activities by program departments and staff services to 
make additional inspection unwarranted. Therefore, the Inspection 
and Investigation Service should continue to operate as it does at 
the present time as an investigating agency, and the title should be 
changed accordingly to the Investigation Service. 


Utilize the office services provided by the Administrative Services 
Department to the greatest extent possible 

At the present time there are 25 approved positions in the Admin- 
istrative Division of the Inspection and Investigation Service. It 
should be recognized that certain of the functions performed by this 
Division, particul: arly those performed by the Processing and Com- 
pliance Section and the Development Section, are peculiar to the In- 
spection and Investigation Service. However, every effort should be 
made to substitute the office services furnished by the Administrative 
Services Department for those provided by the Office Services Section. 
The result will be a considerable over-all saving to the Veterans 
Administration, as centralized control of such services is more effec- 
tive than control dispersed throughout Central Office. 


3. Coordinate more closely the activities of the Investigation Service 
and the Legal Service 

In the course of its activities, the Inspection and Investigation Serv- 
= frequently discloses situations requiring litigation or prosecution 
by the Solicitor. Moreover, the Solicitor through the field examiners 
supplements the investigations of the Inspection and Investigation 
Service. It is evident that a considerable area for coordination be- 
tween the two exists. Therefore, such coordination between the pro- 
posed Investigation Service and the Legal Service should be encour- 
aged. and prov vided for whenever possible. 

Supported by the authority of the Administrator and coordinating 
its activities closely with those of the Legal Service, the Investigation 
Service should continue to be a potent factor for effective operation of 
the Veterans Administration. 


Parr VIL. Personnen 
1. BACKGROUND 


The Personnel Office is responsible for maintenance of an effective 
Veterans Administration work force. Simultaneously, it must insure 
that the agency’s staffing practices are consistent with laws and regu- 
lations governing F ederal personnel management. 

Personnel management as a separate activity was first recognized 
by the Veterans Bureau in the early 1920’s. From 1924 to 1931, the 
Personnel Division was part of the Supply Service. From 1931 to 
1945, the Personnel Division was part of the Office of the Executive 
Assistant to the Administrator of Veterans Affairs. Only since 1939, 
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however, has the personnel function been considered an important 
agency-wide management responsibility. 

In 1945 the Personnel Division became the Personnel Department, 
headed by an Assistant Administrator reporting to the Administrator. 

Throughout 1945 and 1946, personnel officers were appointed at most 
field stations. From 1946 to 1949, under the branch office organiza- 
tion, the personnel organization and personnel activity increased 
greatly. Only recently “have legal limitations on the size of personnel 
staffs and reductions in total work force of the Veterans Administra- 
tion reduced the size and specialization attained by personnel staffs 
during the immediate postwar expansion. ‘Today, however, person- 
nel management has established itself as an integral part of the 
agency’s management staff. 

Unlike most private enterprises, Veterans Administration must 
work with a personnel system and policies not of its own making. 
Many personnel policies and some per sonnel actions are originated 
outside the agency, usually by the Civil Service Commission or the 
Congress. Laws and regulations establish the manner in which Vet- 
erans Administration employees shall be paid, recruited, selected, pro- 
moted, transferred, separated, and retired, to mention but a few of 
the personnel actions necessary in any organization. 

The basis of the Federal personnel system, under which the Vet- 
erans Administration operates, is to be found in several hundred laws 
and more than 175 pages of Civil Service rules in the Federal Per- 
sonnel Manual. The more important laws and regulations are as 
follows: 

1. Civil Service Act of 1883, which established the Civil Service 
Commission and authorized that organization to regulate the appoint- 
ments, transfers, promotions, and separations of all Federal em- 
ployees who are determined by Congress or by the President to be 
covered by the civil-service system. 

Lloyd-La Follette Act of 1912, which governs the removal of 
Federal employees. 

Veterans Preference Act of 1944, whieh grants veterans preferen- 
tial treatment in appointment, retention, and appeal rights. 

4. Public Law 293, Seventy-ninth Congress, which established the 
Department of Medicine and Surgery in Veterans Administration and 
a personnel system governing the salar ies, selection, and separation of 
doctors, dentists, and nurses. 

Executive Order 9830, which authorized agencies to establish 
personnel departments to assist in personnel management for the 
agency. 

6. Classification Act of 1949, as amended, which establishes a classi- 
fication and salary structure system for about 43 percent of the civilian 
positions in the Federal service. Under this act the Civil Service 
Commission determines classification standards for major groups of 
positions and postaudits departments’ and agencies’ classification of 
individual positions. 

7. Performance Rating Act of 1950, which establishes a plan for 
rating Federal employee performance on the job. 

Civil Service Rules, as contained in title 5, United States Code 
of Federal Regulations, which,state policies on all kinds and varieties 
of personnel actions. 
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ant. Other civil-service laws govern labor relations, promotions, trans- 
fers, retirements, sick and annual leave, and disability compensation 
nt, s systems. Executive orders prov ide for ascertaining the loyalty of em- 
tor. ; ployees and for establishing a policy of fair employment’ practices. 
ost Taken together, these legislative and regulatory policies relating to 
Zia- personnel administration create a paradox in the Veterans Admin- 
sed istration. On one hand, they lay a sound foundation for a progressive 
nel personnel policy, essential for managing large-scale enterprise. On 
Ta- the other, they create a myriad of complic ated problems in their daily 
affs administration, because they attempt to standardize conditions in the 
on- interest of equity and at the same time represent the interests of di- 
the vergent groups such as other agencies, employees, taxpayers and, in 
the case of the Veterans Administration, veterans. 
ust Furthermore, the Veterans Administration operates under two 
ng. major personnel systems. One is the civil-service system, which in- 
ted cludes the great majority of the Administration’s executive, clerical, 
the technical, and unskilled workers. The other is the system created for 
Tet- the doctors, dentists, and nurses under Public Law 293. Only the posi- 
ro- tion of Administrator is filled by political appointment. Within the 
of civil-service and Public Law 293 systems, applications of existing 
laws vary greatly. On the one hand, all regular employees in both 
Tet- groups are “covered by the Civil Service Retirement Act, but among 
ws civil-service personnel some are and some are not covered by the 
ar. Classification Act. Thus even the determination of which employees 
as are covered by any particular law becomes difficult. 

As mentioned previously, legislation has formed a solid foundation 
rice for sound personnel administration. As a result, Veterans Admin- 
int- istration pays its employees equitably within the salary limits per- 
>m- initted by law. Veterans Administration generally recruits and 
be 4 selects pe ‘rsonnel on the basis of their qualifications to do the job re- 

: quired in accordance with civil-service regulations. It permits gen- 
of 5 erous sick and annual leave and employee retirement provided by per- 
i sonnel law. These and many other benefits of sound personnel = 
en- ; ministration accrue to the Veterans Administration by virtue of 
: status as a Government agency. 


the ; On the other hand, the Veterans Administr: gt must accept cer- 


wes: 


and ; tain disadvantages as a result of working under Government-wide 
1 of 3 personnel policies. A few examples are indicated below. 

: Personnel legislation is extensive and complicated. A great 
lish | 3 amount of time and effort is required in applying and interpreting 
the | 3 this extensive body of law. 

| 2 2. Personnel legislation attempts to standardize working condi- 
gsi- : tions and relationships for large bodies of Government employees. 
ian , There is little opportunity for an agency to make adjustments in 
vice ‘ order to meet its particular problems. 
;s of 3. Administration of personnel legislation is largely in the hands 
1 of ; of the Civil Service Commission. Thus personnel activity of an 

i agency must be coordinated with the Civil Service Commission. 
for From the foregoing it is apparent that there are both advantages 

and disadvantages in working under Government-wide personnel 
ode policies. However, despite the disadvant: ages, the Veterans Admin- 
ties istration can, as an agency, develop and apply its own personnel 


policies within a wide range. 
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Official statements of Veterans Administration personne] 
contained in personnel manuals and 


In a pocket-size Pamphlet for 
employees entitled “Personnel Policies of the Veterans Administra- 
tion,” dated June 1950, Essentially this pamphlet restates in simple 
form Federa] Government policies regulating recruitment, placement, 
and classification, Training leave, eflicieney ‘ating, conduct require- 
ments, working conditions, unian relationships, grievances, reductions 
and resignations also are discussed in the pamphlet. 4] 


In force, 
policies, as stated. represent an enlightened attitude toward personne] 
administration, 


Statements contained in the pamphlet are dire 

and supervisors, [j is clearly pointed out 
of every officia] and supervisor to make 
Generally, supervisory and administrative personne] display sound 
knowledge of basic principles of employee relations and apply them 
reasonably wel], 

Owever, personne] administr 
ninistration extend beyond rules and r 
selves into three major policy problems: 

In what areas can sound personne] administration 
ost to improved Operation of the Veterans 

2. How ean personnel administration best be coordinated with 
agency planning and Management to achieve such improved Operation ? 

3. To what extent can improved operation through sound personne] 
administration be achieved within existing Federal] and civil-service 
laws and regulations, and to what extent can the Veterans Adminis- 
tration recommend changes in these laws and regulations in order 
better to meet its Personnel requirements ? 

In practice, most personnel administr 
Administration result from lack of or 
questions. On the other hand, 


cted toward employees 
that it is “the responsibility 
these policies fully effective.» 


ation problems of the Veterans Ad- 


egulations and resolve them- 


cont ribute 
Administration ? 


ation problems in the 
only partial solution 


no discussion of the Personne] Office 
which must cope with these problems would be complete Without some 


“ppreciation of the magnitude and scope of these problems. 

The Veterans Administration employs approximately 169,000 full- 
time employees and 14.000 part-time employees and consultants. 
(All statisties jn pt. VII are as of June 30, 1951, unless otherwise 
indicated.) ‘These employees are engaged in more than 500 occupa- 
tional classifications ranging from highly complex medical] specialties 
to clerical and janitorial] activities. About 12,000 employees are 
located in Central Office, and the remainder are located at field stations 
ranging in size from Veterans Administration offices composed of 
(wo or three employees to hospitals with staffs in excess of 4,500, 

At the presenj time, the Personnel Office is responsible for personnel] 
administration in ( ‘entral Office and for personnel divisions in 295 field 
stations. During the calendar year 1951, more than 64,000 
73,000 separations, and 277,000 other personnel actions suc] 

Were processed. 


Vetera ns 
to these 


accessions, 
1 as trans- 


Boards of Civil 


ers, reassignments and promotions 
Service Examiners are organized throughout the Veterans Adminis- 
tration to maintain some 7,749 registers for filling vacant Positions, 
During 1951, 856 civil-service examinations were held for some 42,186 
applicants, In Central Office alone 39,687 employment interviews 
were conducted. 
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tivities. The number of personnel in such activities has declined from 
112.445 in 1947 to 47,698 as of the end of 1951. The problem has been 
more difficult because of the large number of employees with veteran’s 
preference. Approximately 60 percent of all employees and nearly 
90 percent of male employees have preference. Many highly trained 
nonveteran employees have been lost as a result. 

Paradoxically, recruitment has been difficult in the steadily increas- 
ing medical program. Qualified doctors, dentists, nurses, technicians, 
and others trained in medical specialties have been in short supply 
throughout the country. However, the possibility of transferring per- 
sonnel from nonmedical to medical activities is stric tly limited. At the 
present time the Personnel Office is assisting directly in recruitment to 
fill some 400 medical vacancies. 

In recent years, the ratio of personnel employees to total Veterans 

\dministration employees has been fixed by law at 1 to 115. In 1946 
a existing ratio was | to 42. Pending legislation would change the 
ratio to 1 to 135. Thus, from 1947 to 1951, although total agency 
employment decreased 21 percent, personnel employees decreased from 
3,298 to 1,569, a reduction of 52 percent, and this reduction apparently 
will be continued oe the foreseeable future. Cost of Veterans 
Administration personnel administration has declined from $82 per 
employee in 1946 to $35 in 1951. 

It is against this background that the personnel organization, 
through which the Assistant Administrator for Personnel plans, de- 
velops, and controls the Veterans Administration personnel program, 
is described in the next chapter. 


Il. PRESENT ORGANIZATION 


Including the Assistant Administrator for Personnel, the Personnel 
Office consists of 307 authorized positions. However, only about 295 
of these positions are filled. Because the ratio of per sonnel employees 
to other employees in the Veterans Administration is fixed by law at 
1 to 115, the fewer the employees that are engaged in Central Offic e the 
more employees are available for personnel | administration in the 
field. 

The Assistant Administrator and his executive assistant work 
closely together, dividing much of the administration and contact work 
associated with the Assistant Administrator’s position. Specific func- 
tions of the Assistant Administrator include: 

Reviewing, initiating, and finally determining subject to ap- 
proval by the Administrator, personnel policies, programs, and pro- 
cedures concerning recruitment, classification, and personnel relations. 

Deciding action to be taken on controversial and difficult cases 
involving Veterans Administration employees. 

Handling personnel matters brought to his attention by the Ad- 
ministrator, Congressmen, and other high officials. 

The Assistant Administrator has relatively few direct contacts with 
the Administrator. Most of his contacts on major policy changes or 
interpretations are with the Deputy Administrator to whom he re- 
ports. Contacts with other assistant administrators occur frequently. 
Problems discussed usually concern actions taken by, or about to be 
taken by, the department in particular cases, the effect.of proposed per- 
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sonnel procedures on Central Office or field operations and the effect 
upon personnel of proposed departmental or field reorganizations. 

Outside contacts with civil-service officials and personnel directors 
of other departments are frequent. Occasionally, the Assistant Ad- 
ministrator attends meetings of the Federal Personnel Council. With- 
in the department the Assistant Administrator is primarily concerned 
with reviewing proposed personnel-policy actions, correspondence, 
manual changes, or other issues. 

Direction of personnel activity throughout the Veterans Adminis- 
tration is accomplished principally through personnel officers located 
in field stations. Personnel officers report administratively to field- 
station managers but receive technical supervision from the Assistant 
Administrator and his staff. The organization of the office is shown 
on exhibit IX. It is discussed in detail in the following sections of 
this chapter. 

1. Personnel Manage ment Staff 

The Personnel Management Staff reports to the Executive Assistant. 
It consists of 15 authorized positions, 11 of which are technical. This 
Staff performs a variety of planning and coordinating tasks for the 
Assistant Administrator, such as the following: 

(1) Codifying and editing personnel-manual issues and publica- 
tions. 

(2) Planning and recommending projects for personnel-manage- 
ment improvement. 

(3) Establishing stafling standards and controlling ceilings for 
personnel oflices in field. 

(4) Setting up and reviewing statistical reports on personnel mat- 
ters from field and departmental personnel offices. 

(5) Conducting special personnel studies. 

(6) Evaluating the total personnel program. 

(7) Representing the Assistant Administrator on the Federal Per- 
sonnel Council. 

The Personnel Management Staff receives most of these assign- 
ments on a project from the Assistant Administrator or the Exec- 
utive Assistant. 

This staff works closely with the three services, especially in clear- 
ing procedural issues, coordinating forms and records requirements, 
obtaining comments on legislation, and coordinating work of Veterans 
Administration personnel on Federal Personnel Council committees. 
The Personnel Management Staff is responsible for allotting Central 
Office and field-station personnel ceilings in accordance with statutory 
limitations on the size of personnel staffs, 


, 


Classification Nervice 


The Classification Service is composed of 84 authorized positions. 
The Director is responsible to the Assistant Administrator through 
the Executive Assistant for carrying out Federal classification, and pay 
policies throughout the Veterans Administration. He informs the 
Assistant Administrator on the status of the classification program, 
advises him on questions of personnel regulations and problem cases 
presented by other Assistant Administrators and clears classification 
policy and procedural issues with him. The Assistant Administrator 
shiisia special projects to the Director and apprises him of top-man- 
agement viewpoints on classification policy. The Director works 
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jointly with other service directors as particular cases or general in- 
quiries require. 

Delegation of classification authority over all Veterans Adminis- 
tration positions attaches great power to the Director’s position. 

The Classification Service is comprised of three divisions. 

(1) Field Classification Division—The Field Classification Divi- 
sion consists of 45 approved positions headed by a Chief. The 
Division is responsible for: 

Classifying all positions in the field service of the Veterans Ad- 
ministration except those of hospital managers, which are classified 
by the Administrator. 

Assisting Assistant Administrators in preparing standard posi- 
tion descriptions. 

Handling liaison with the Civil Service Commission concerning 
unusual classifications, Commission inspection findings, and certain 
appeals. 

Reviewing tables of organization for accuracy of classification. 

The Division works regularly with representatives of Assistant Ad- 
ministrators concerned on classification matters relating to field posi- 
tions, particularly the preparation of standard position descriptions. 
Direct and continuing contact occurs with all Veterans Administration 
field stations. Position descriptions are received from field stations 
for classification, and reports on field station classification activity are 
reviewed regularly. 

(2) Standards and Regulations Division —The Standards and Reg- 
ulations Division, under the direction of a Chief, consists of 13 ap- 
proved positions, 8 of which are technical. This Division performs a 

iety of advisory and developmental work, such as: 

Preparing manual issues and other instructions on classification 
and pay policies and procedures. 

2. Developing classification standards for Veterans Administration 
positions to supplement civil-service standards. 

Coordinating agency comments on classification standards pre- 
pe aed by Civil Service Commission. 

Drafting agency comments on proposed classification legislation. 
Interpreting classification laws, Comptroller General decisions, and 
ee regulations. 

. Preparing and issuing classification training material for classi- 
fiers and operating supervisors. 

6. Administering wage programs for Veterans Administration po- 
sitions not covered by the Classification Act, such as labor and erafts 
positions in institutions, native positions in the Philippine Islands, and 
overseas pay for doctors and dentists. 

7. Assisting the Department of Medicine and Surgery in drafting 
regulations governing pay and classification. 

Drafting procedures and establishing rates for quarters, sub- 
sistence, and laundering. 

To carry out these responsibilities, the Division is divided into a 
Regulations and Special Studies Section and a Standards Section, 
each of which is headed by a Chief. 

There are frequent contacts with representatives of the Assistant 
Administrator and other operating officials on preparation of classi- 


fication standards. Civil Service Commission contacts already have 
been mentioned. 
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(3) Departmental Classification Division —There is also a Depart- 
mental Classification Division which is responsible for all classifica- 
tion matters in central office. It is the counterpart of the Depart- 
mental Recruitment and Placement Division in the Recruitment and 
Placement Service and the Departmental Personnel Relations and 
Training Division in the Personnel Relations and Training Service. 
These three Divisions report to the directors of the respective services 
in all technical matters but are responsible to the departmental per- 
sonnel officer in administrative matters. There is also a Departmental 
Processing and Records Division, which is directly responsible to 
the departmental personnel officer in all matters. These four Divisions 
constitute a central office personnel service responsible for all central 
office personnel operations. 

Because an understanding of the services to which three of these 
Divisions report in technical matters is necessary to a full understand- 
ing of the combined departmental personnel activities to which these 
divisions contribute, the departmental personnel divisions are dis- 
cussed later in this chapter in connection with the departmental per- 
sonnel officer. 

3. Recruitment and placement service 

The Recruitment and Placement Service is composed of 89 author- 
ized positions. It is responsible for policies, procedures, and certain 
control operations in recruitment “a placement of all Veterans Ad- 
ministration employees. 

The Director of the Service reports to the Assistant Administrator 
through the executive assistant. He supervises and directs the work 
of the Service by reviewing procedural and other issues, signing cor- 
respondence to the field, and planning and following up on all work. 
He has frequent contacts with key executives in the various offices and 
with the Civil Service Commission. Although the Service is desig- 
nated as a staff service, the Director has direct access to field personnel 
managers. The Assistant Director is secretary to the Administrator’s 
selection committee for hospital managers. He works closely with 
the Director and assists him with his responsibilities. 

The Service is comprised of four divisions discussed in detail in 
the following paragraphs: 

(1) @ualification Standards and Examination Division—The 
Qualification Standards and Examination Division consists of 25 ap- 
proved positions headed by a chief who reports to the Director of 
Recruitment and Placement. He is responsible for the following: 

1. Developing qualification standards for Veterans Administration 
positions. 

2. Developing examining methods, especially for technical positions 
under Public Law 293, Seventy-ninth Congress, including prepara- 
tion and validation of written tests. 

3. Administering agency-wide recruitment programs in shortage 
occupations, 

4. Conducting Nation-wide civil-service examinations for key Vet- 
erans Administration positions. ; 

The Division’s work is carried on by three sections, a board and a 
committee, titles of which are largely self-explanatory. They are 
the Test Development and Research, Qualification Standards. and 
Special Recruitment Sections, the Board of Civil Service Examiners 
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and the Committee of Expert Examiners. which conduets certain Na- 
tion-wide examinat ions, 

Functions of this Division are unusual, because in developing quali- 
fication standards and conducting certain examinations the Division 
IS working as a deputy of the Civil Service Commission, Under Ex- 
ecutive Orders 969] and 9830, the Civil Service Commission can au- 
thorize agencies to recruit, examine, and appoint personnel according 
to certain basic civil-seryice procedures and standards, The Veterans 
Administration has established approximately 200 boards of civil 
service examiners in the field under his authority. Civil service in- 
Spects the operations of these boards for conformance to civil-service 
requirements. The Committee of Expert Examiners conduct exam- 
inations held under central office auspices, 

The Veterans Administration responsibility for administering this 
system is delegated to the Qualification Standards and Examination 
Division. Consequently, this nusual proxy relationship to the Civil 
Service Commission creates frequent contacts with the latter on pro- 
cedures, interpretations, conformance, and other matters associated 
with boards and committees, 

The Division works closely with the Department of Medicine and 
Surgery and Assistant Administrators in developing qualification re- 
quirements for positions throughout the Veterans Administration and 
in planning special recruiting programs, The Division supervises 
administration of civil-service boards in the field by means of instrue- 
tion, inspection, and work reports. Field stations and Assistant 
Administrators use the recruiting services of the Division on a request 
basis. 

(2) Placement Division—The Placement Division is composed of 
27 approved positions and is headed by achief. It reviews individual 
personnel actions on so-called centralized positions and develops place- 
ment procedures and policies, Centralized positions are those which 
the various Assistant Administrators have determined to fill with their 
OWn hominees. The system of controlling appointments to centralized 
Positions is a control procedure, similar to the use of standard position 
descriptions, tables of organization and ceilings, exercised by central 
office over field administration. 

Specific responsibilities of this Division include the following: 

l. Answering field and departmental] Inquiries on technical place- 
nent matters, 

2. Maintaining manuals, technica] bulletins, and letters on subjects 
of appointments. transfers, promotions, and separations 

3. Inspecting placement operations in field offices, 

4. Assisting field stations in coordinating reductions in force and 
related problems. 

o. Reviewing personnel actions on centralized positions for con- 
formance to Veterans Administration qualification requirements, 

6. Deciding action on reduction-in-force appeals of employees and 
stations, and representing the Veterans Administration before the 
Civil Service Commission on appeals referred there. 

ci Reviewing deferment requests recommended by field activities. 
and negotiating such requests with armed services and Selective 
Service. 
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To carry out these responsibilities the division is divided into three 
sections, Placement Sections A and B and the Placement Policy 
Section. 

Aside from ustial reports to the Service Chief and clearance of 
important correspondence and procedures with him, the bulk of the 
Division’s working relations are with the various assistant administra- 
tors concerning action to be taken on specific placements and proposed 
procedures. There is considerable contact with the Civil Service 
Commission on reduction-in-force appeals. The Division’s relation 
to the field is one of direct review of certain personnel actions and 
answering of specific inquiries. 

(3) Medical Placement Division —The Medical Placement Division 
consists of 18 authorized positions headed by a chief. The Division 
writes procedures and reviews certain personnel actions involving 
medical professional personnel. It is divided into two sections, Medi- 
cal Placement Policy and Medical Placement Operations, each headed 
by achief. These sections perform the following duties: 

1. Develop policies and procedures for appointments, transfers, 
promotions, separations, and reductions in force affecting doctors, 
dentists, and nurses. 

2. Interpret regulations on leave, hours of duty, pay, and retirement 
for medical personnel. 

Make field supervisory visits concerning operation of Public Law 
personnel procedures. 

1. Review directives prepared by the Department of Medicine and 
Surgery for training specialist personnel such as dietitians and social 
workers. 

5. Maintain candidate rosters for centralized ancillary service 
positions in the Department of Medicine and Surgery. 

6. Review all personnel actions affecting the foregoing centralized 
positions for conformance to nontechnical requirements of Public Law 
Y93 and its regulations. 

The Medical Placement Division’s principal contact is with the 
medical personnel staff of the Department of Medicine and Surgery 
because both review the same personnel cases. It is located adjacent 
to Department of Medicine and Surgery offices and separate from the 
Recruitment and Placement Service. 

(4) Departmental Recruitment and Placement Division—There is 
tlso a Departmental Recruitment and Placement Division, which, as 
explained previously, is discussed later in connection with the depart- 
mental personnel officer. 


» 
». 
IOS, 


j. Personnel Relations and Training Service 

The Personnel Relations and Training Service is composed of 66 
authorized positions under direction of a Director reporting to the 
Assistant Administrator through the Executive Assistant. This Serv- 
ice, as the name indicates, is responsible for developing and carrying 
out Veterans Administration policies on employee relations, training, 
health, and disability compensation. The Personnel Relations and 
Training Service is comprised of three divisions, a performance rat- 
ing staff and a health and employees’ compensation officer. The funce- 
tions of these units of the organization are described in the following 
paragraphs: 
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(1) Health and employees’ compensation officer —The health and 
employees’ compensation officer writes procedures governing health, 
first aid, employees’ compensation, and occupational-disease control. 
He refers claims submitted by field and departmental offices for dis- 
ability compensation to the Federal Security Administration for 
adjudication. His major contacts are with representatives of other 
departments concerning health and compensation information and 
applications for compensation. 

(2) Personnel Relations Division—The Personnel Relations Divi- 
sion consists of six approved positions supervised by a Chief. 

It is responsible for the following aspects of Veterans Administra- 
tion employee relations: 

1. Recommending to the Administrator decisions in employee ap- 
peals concerning performance ratings, separations, and fair-employ- 
ment practices. 

2. Participating in loyalty-board activities by reviewing cases and 
evaluati ing Federal Bureau of Investigation reports. 

3. Maintaining contacts with national representatives of Govern- 
ment-employee unions. 

4. Recommending disciplinary action based on inspection and in- 
vestigation re ports of misdemeanors by Veterans Administration 
employ ees. 

Initiating action to provide necessary services, such as cafeterias 
and transportation, for Veterans Administration employees. 

6. Making field supervisory visits. 

These functions are performed in close cooperation with other cen- 
tral-office organization units, field stations, and the Civil Service 
Commission. 

(3) Training Division—The Training Division consists of five ap- 
proved positions headed by a Chief. This Division performs the 
erp e functions: 

. Develops training materials and plans, on request. 

2. Prepares on-the-job training guides for supervisors. 

3. Prepares training manuals “for such oce upations as orthopedic 
technicians, machine operators, clerks, and adjudicators. 

Training Division personnel visits field stations to confer on train- 
ing matters and represents the Veterans Administration on training 
subcommittees of the Federal Personnel Council. The Division’s 
working relationships are similar to those of the Personnel Relations 
Division. 

(4) Departmental Personnel Relations and Training Division.— 
There is also a Departmental Personnel Relations and Training Divi- 
sion, which, as explained previously, is discussed in connection with 
the departmental personnel officer. 

(5) Performance-rating staff.—The performance-rating staff is com- 
posed of a performance-rating officer, two technicians, a secretary, and 
one clerk. As the name implies, this group is responsible for— 

1. Developing policies and procedures on performance rating for 
the Veterans Administration in line with the requirements of the 
C ivil Service Commission and the Performance Rating Act of 1950. 

Answering correspondence from the field concerning perform- 
— rating problems. 


Analy zing reports from field stations on status and progress of 
per iceaae rating programs. 
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4. Providing expert advice on performance problems to personnel 
= and operating divisions as requested. 

Maintaining contact with performance-rating specialists in the 
C wil Service Commission. 

6. Participating in studies by the Federal Personnel Council com- 
so on performance ratings. 

Coordinating rating of field-station managers by assisting 
Adinintetratinee. 

The performance-rating officer and his group work quite independ- 
ently of other Personnel “Office activities. Their principal contacts 
are with the Civil Service Commission, the Federal Personnel Council, 
and operating personnel of the Veterans Administration concerning 
technical aspects of performance ratings. 

Throughout the Personnel Relations and Training Service a policy 
of making Assistant Administrators and supervisors responsible for 
operation of the personnel-training program is strictly adhered to. 
Every effort is made to take over only those assignments in which the 

responsible supervisors have exhausted all possibilities of solution. 


5. Departmental personnel officer 

The departmental personnel officer is assigned administrative re- 
sponsibility for all day-to-day Veterans Administration central-office 
personnel operations for approximately 12,000 employees. To dis- 
charge this responsibility he has administrative supervision over the 
Departmental lassification Division of the Classification Service, the 
Departmental Recruitment and Placement Division of the Recruit- 
ment and Placement Service, and the Departmental Personnel Rela- 
tions and Training Division of the Personnel Relations and Training 
Service, each of which has been mentioned previously. 

These divisions are physically located together adj: cent. to the de- 
partmental personnel officer’s office, but the respective service to which 
each division is attached organizationally has technical supervision of 
that division. The departmental personnel officer is responsible for 
administrative matters, such as work assignment, personnel adminis- 
tration, budget preparation, and space allocation relating to these 
divisions. In addition, the departmental personnel officer “does have 
both administrative and technical supervision over one other Division, 
the Departmental Processing and Records Division. 

From the foregoing, it is apparent that the departmental personnel 
officer is responsible for administration of an eclectic group of divi- 
sions not actually composing a separate service. However, because 
these divisions are physically loc: ated together and are responsible as 
a group for the entire central-office personnel administration function, 
they are treated as a single departmental personnel service in this 
report. 

The departmental personnel officer assigns work to the various 
departmental divisions and follows up on such assignments. He has 
authority to appoint personnel below the director-of-service level. 
Actions at this level and above must be approved by the Assistant 
Administrator for Personnel. 

(1) Departmental Classification Division—The Departmental 
Classification Division consists of 18 authorized positions headed by a 
chief. The division classifies all grade 15 positions and below in cen- 
tral office. Recommendations for higher classifications must be sub- 
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mitted to the Civil Service Commission via the Assistant Administra- 
tor for personnel and the Administrator. The Division also classifies a 
small number of lithographer positions paid under wage board rates 
in the Publications Service. The Division advises operating units 
informally in regard to internal organization problems caused by 
proposed classification actions. Serious organizational confliets in- 
corporated into position deseriptions for classification are referred to 
the Coordination Service for settlement. Advice and instruction con- 
cerning Classification procedures and policies are given to employees 
and supervisors 

As prev iously explained, the Division has a dual reporting relation- 
ship, to the Chief of the Classification Service and to the departmental 
personnel officer. Classification actions cause continuing contacts 
with all central office operating divisions. Frequently this Division 
obtains technical advice from the Civil Service Commission. 

(2) Departmental Recruitment and Placement Division.—The De- 
partmental Recruitment and Placement Division consists of 39 author- 
ized positions and is headed by a chief. The Division performs the 
following employment functions: 

Recruits applicants for central office positions. 

2. Conducts placement programs for transfer, promotion, and re- 
assignment of employees. 

Reviews personnel actions for conformance to Veterans Admin- 
istration and Civil Service employment requirements. 

Maintains liaison with the Civil Service Commission on employ- 
ment matters. 

5. Interviews, examines and refers applicants to operating divisions, 

The reporting rel: ationship of the division is two-way, to the Chief 
of the Recruitment and Placement Service and to the departmental 
personnel officer. Contacts are similar to those of the Classification 
Division, except that in addition a great portion are with applicants 
for positions. 

(3) De partmental Personnel Relations and T raining Division— 
The Departmental Personnel Relations and Training Division consists 
of 24 authorized positions and is headed by a chief. Nine nurses, under 
civil-service classification, who staff central office emergency rooms 
are among this number. 

Work of the Division includes the following functions: 

Arranging for adequate employee services such as housing infor- 
mation, car pooling, and bulletin-board information. 

2. Counseling employees and supervisors on job-related problems. 

3. Conducting relations with union groups. 

: Conducting orientation, skills, and supervisory training. 

Administering the performance-rating system. 
_ Maintaining emergency health services. 

To perform these functions, the Division is further subdivided into 
four sections, namely, Personnel Relations, Training, Performance 
Rating, and Health. 

The reporting relationship of the Division is two-way, to the Chief 
of the Personnel Relations and Training Service and to the depart- 
mental personnel officer. Contacts are similar to those of the Classi- 
fication Division, except for outside contacts concerning employee 


relations and service matters, such as group hospitalization, housing, 
and union relations. 
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(4) Departmental Processing and Records Division—The Depart- 
mental Processing and Records Division consists of 41 authorized po- 
sitions and is headed by a Chief. 

The Division is responsible for personnel record keeping and paper 
= essing and performs the following functions: 

Reviews personnel actions for conformance to civil-service ap- 
iittate nt requirements. 

2. Types and issues official personnel-action notices. 

3. Maintains personnel files and record cards on central office em- 
ployees. 

The Division reports directly to the departmental personnel officer 
only and is’subdivided into a Processing Section and a Records See- 
tion. Working relationships are primarily internal ones with other 
technical per rsonnel divisions. Authorized information is furnished, 
on request, to operating divisions and credit agencies. The Divi- 
sion obtains and forwards personnel record information to other 
departments and private employees, as necessary. 

The foregoing is a description of the present organization of the 
Personnel Office. The next chapter contains recommendations for 
improving this organization. 


Il, RECOMMENDED ORGANIZATION 


The proposed organization discussed in this chapter has been de- 
veloped in acéordance with recommendations in volume II, Top Man- 
agement. The proposed plan is shown in exhibit X. Organizational 
changes needed to effectuate this plan are detailed in the following 
discussion. 


Transfer the Fair Employment officer from the Office of the Admin- 

istrator to the Personnel Department 

The Fair Employment officer now reports directly to the Admin- 
istrator. It is his responsibility to see that Executive Order 9980, 
which directs that personnel action or inaction shall be based upon 
merit and fitness without prejudice because of race, color, religion, 
or national origin, is enforced. This program is rightfully a person- 
nel program, but at the present time it is isolated from other person- 
nel activities. Therefore, formal responsibility for the fair-employ- 
ment-practice program should be assigned to the Assistant Admin- 
istrator for personnel, who should be design: ated as Fair Employment 
officer to comply with the law. The present Fair Employment officer 
as a staff aide should act in the capacity of an adviser on fair-employ- 
ment practices as Assistant Fair Employment oflicer. To strengthen 
the program a Deputy Fair Employment officer should be designated 
in the central office operation of each program department, in addi- 
tion to those in each field station. 

At some future date much of the work of this program could 
carried on as well by the Personnel Relations Division. Because of 
the present controversial nature of the progr am, it is wise to grant 
the position organizational importance so that it will receive proper 
attention. 


2. Retain and strengthen the personnel management staff 


Apart from the Assistant Administrator’s office, much of the coordi- 
nation that exists between present personnel programs has been accom- 
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plished through the p oe management staff. During recent years 
this staff has done effective work in ‘such matters as: 

(1) Developing a manual structure which is basically sound. 

(2) Issuing a Personnel Information Bulletin, which has been gen- 
erally well received in the field as a good source of informal personnel 
advice and instruction. E mployees and executives as well as per- 
sonnel technicians are contributors. 

(3) Accomplishing excellent liaison with the Federal Personnel 
Council on technical matters. 

(4) Reducing personnel records and forms. During 1950, per- 
sonnel forms were reduced by more than 30 percent. 

(5) Simplifying personne] administration operations so as to re- 
duce cost from $82 per employee in 1946 to $35 per employee in fiscal 
year 1951. 

* (6) Developing a work measurement system for application io 
personnel administration clerical work. 

The desirability of such effective staff work is self-evident, and the 
direct reporting relationship to the Assistant Administrator facili- 
tates effective operation of this staff. Therefore, the personnel man- 
agement staff should be retained as it is at present and strengthened 
as recommended in chapter IV. 


> 


2. Retain the Classification Service with responsibility for the staff 
functions of developing classification and salary policy and pro- 
cedure and of providing advisory services 

At the present time, the Classification Service is responsible for 
classification and salary administration on an agency-wide basis within 
the Veterans Administration. Classification and salary comprise a 
well-recognized field of Federal personnel administration. More- 
over, separate and technical legislation and policies govern these areas, 
and numerous technical civil-service rules and Comptroller General’s 
decisions guide classification and salary administration. The Civil 
Service Commission itself is organized around this and other technical] 
personnel specialties, and personnel technicians are selected and 
trained within these specializations. For these reasons, the Classifi- 
cation Service should be retained and should continue to administer 
classification and salary in a staff service capacity. 

The main disadvantage of the present Classification Service organi- 
zation rests in this very specialization of personnel work. Personnel 
specializations tend to dominate the direction and emphasis of the 
personnel program. Further, these specializations become programs 
of their own and take on characteristics of line operations, as the 
Veterans Administration present field classification program has done. 
Therefore, the following recommendations for organizational changes 
within the Classification Service are made. 

(1) Abolish the Field Classification Division of the Classification 
Service and transfer its fune ath to program department central of- 
fice and field station personnel divisions —The Field Classification 
Division presently classifies all positions in the field service. Position 
descriptions with tentative classifications are transmitted from field 
stations to central office, where final classifications are assigned. The 
approved position descriptions are then returned to the field stations. 
The system is time consuming and dilutes program department per- 
sonnel responsibility. Although the system purports to maintain 
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classification uniformity, such results are doubtful. Remoteness of 
the classification staff from the field stations where jobs to be classified 
are located prevents full comprehension of actual duties and respon- 
sibilities. Therefore, it is recommended that classification respon- 
sibility be delegated to program department executives. This will 
eliminate practically all of the present central office classification 
organization. A residue of present central office field classification 
functions, such as those on appeals and inspection, is discussed in the 
next recommendation, 

(2) Replace the Field Classification Division with a Classification 
Advisory Division—After abolition of the Field Classification Divi- 
sion, a small number of classification actions and advisory services in 
individual cases would remain to be performed. A Classification 
Advisory Division should be established to perform these functions. 
Such a division would recommend classification action by the Assistant 
Administrator and the Administrator and would be responsible for 
such matters as the following: 

Requests for advisory classification of unusual positions, referred 
by program department personnel executives from field or central 
office sources. 

Appeals from employees relating to position classifications. 

Recommendations via the Administrator to the Civil Service 
Comniission on classification of positions, proposed for grades GS-16, 
17, and 18. 

Classifications of such positions as the Administrator may from 
_— to time direct. 

. Periodic inspections of classification programs and operations in 
the program departments and field stations. 

Performance of the foregoing functions would require approxi- 
mately 15 technical and clerical positions instead of the presently 
authorized 45 positions. 

(3) Retain the Standards and Requlations Division, and continue 
to emphasize its staff functions—The Standards and Regulations 
Division cooperates with the Civil Service Commission on classifi- 
cation policies and standards, develops Veterans Administration 
classification policies and standards, prepares classification instruc- 
tions to the field and acts in an advisory capacity to the field in classi- 
fication matters. It also administers a wage program for about 350 
lithographic workers and for about 1,600 purchase-and-hire employees. 
It also establishes quarters, subsistence, and laundering allowance pro- 
cedures and rates. These are necessary functions, which by their 
nature should be centralized in a staff service. Such centralization 
provides uniformity in relationships with the Civil Service Commis- 
sion. For these reasons, the Standards and Regulations Division 
should be continued. 

The Division has carried out its responsibilities well. The Division 
has succeeded to a great extent in representing the Veterans Admin- 
istration viewpoint to the Civil Service Commission in developing 
classification standards. The Civil Service Commission has accepted 
favorably most of the comments and criticisms offered by the Division 
on proposed classification standards. Also the Standards and Regula- 
tions Division has obtained the cooperation of Veterans Administra- 
tion operating personnel in reviewing and commenting upon classi- 
fication standards. This function is particularly important because 
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classification standards strongly determine the classification and salary 
pattern throughout both the V eterans Administration and the Federal 
Government. 

The Division’s future effort should therefore be devoted to develop- 
ing classification and salary and wage administration policies, proce- 
dures, and instructions, and to cooperating with the Civil Service 
Commission. 

The operating responsibilities now performed by the Division should 
be transferred to the program departments involved as indicated 
be a. 

Responsibility for administration of the wage program for litho- 
snathie employees should be transferred to the Personnel Division of 
the Central Office Management Service in the Administrative Services 
Departme nt. 

Responsibility for administration of wage programs for purchase 
and hire employees should be transferred to the Personnel Division 
of the Department of Medicine and Surgery and to the administrative 
assistant in the Construction and Real Estate Department since these 
are the two departments which use this type of labor. 

3. Establishment of allowance procedures and rates pertaining to 
quarters, subsistence, and laundering should be the responsibility of 
the Personnel Division of the Department of Medicine and Surgery. 


Retain the Recruitment and Placement Service, but em phasize its 

staff functions 

The Recruitment and Placement Service is responsible for policies, 
procedures, and certain control operations in recruitment and place 
ment of all Veterans Administration employees, including cooperative 
action with the Department of Medicine and Surgery in the recruit- 
ment and placement of doctors, dentists, and nurses. These functions 
of the Recruitment and Placement Service include both the develop- 
ment of policies, procedures, and controls and the responsibility for 
their operation. Development of policies, procedures, and controls 
is rightfully a staff service responsibility, but responsibility for their 
operation is a function of the program departments. In order to 
separate staff and operating functions, the following organizational 
changes should be made. 

(1) Continue the Qualification Standards and Exvamination Divi- 
sion, but retain only its test de velopme nt, research, and qualific ation 
standards functions.—aAt the present time, the Qualification Standards 
and Examination Division performs both qualific ation standards and 
examining functions and recruitment functions. 

Progress in qualification standards work by this division has been 
noteworthy. The division has established more than 1,400 qualifica- 
tion standards approved by the Civil Service Commission for Vet- 
erans Administration field positions, and rating schedules for evaluat- 
ing applicants have been developed for 161 positions. As a result of 
this program, Veterans Administration has developed more than most 
Federal agencies “ra opportunity for decentralized civil-service exam- 
inations offered by the Board of Civil Service Examiners system. 
Similarly, the Test Deve ‘lopment Section has improved selection 
methods and has shown promise of reducing turn-over in unstable 
occupational groups. 

On the other hand, recruitment is a process separate and distinct 
from development of qualification standards and examining. It com- 
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plicates the organization of the Qualification Standards and Exam- 
ination Division without contributing to the qualification standards 
and examining functions. The good work in this Division can be better 
continued if the Division is relieved of the recruitment functions and 
the staff nature of its activities is stressed. 

(2) Establish a Recruitment Division responsible for recruitment 
services presently assigned to the Qualification Standards and Exam- 
ination Division—The establishment of qualification standards and 
the development of methods of testing to indicate presence of such 
qualifications is a research type of endeavor which is entirely different 
from the efforts required in recruiting. The latter requires knowl- 
edge of markets and development of many contacts with outside 
agencies 

The recruitment problems of Veterans Administration are of con- 
siderable magnitude and complexity. Although most recruitment is 
done at field stations, there remains a considerable area of broad re- 
cruitment on a national basis for occupations where shortages exist. 
It is in this area that the Personnel Department has failed to provide 
effective assistance to field stations. Little effort has been made, except 
in professional occupations, to interest and attract outstanding per- 
sonnel in occupations with short or tight labor markets. 

In recognition of the fundamental differences in the two types of 
endeavor now being undertaken by the Qualification Standards and 
Examination Division and in the interests of providing a better re- 
cruitment assistance, it is recommended that a Recruitment Division 
be established. 

This Division should be comprised of the present Board of Civil 
Service Examiners, the Special Recruitment Section, and the Com- 
mittee of Expert Examiners Section of the present Qualification Stand- 
ards and Examination Division. It should be responsible for: 

Developing instructions and suggestions concerning recruiting 
methods and issuing them to program departments. 

2. Advising and assisting program departments, on request, in diffi- 
cult recruitment problems. 

3. Locating and cultivating recruitment sources for special occu- 
pations. 

t. Developing recruiting policies, consulting and advising program 
departments concerning their application, and appraising results of 
recruiting programs of line operations. 

(3) Retain the Placement Division as a polic y and advisory service 
willy Transfer its responsibility for proce ssing personnel actions to 
program departments.—At the present time, personnel actions for 
about 2,800 centralized positions must be cleared through this office 
as well as through the office of the Assistant Administ rator concerned. 
The tendency of the Assistant Administrators has been to extend these 
controlled positions well below the field station managerial level. Re- 
view and decision on such actions are clearly an operating responsi- 
bility of each program department. Similarly, much of the reduction- 
in-force and deferment case load is a program department responsi- 
bility. 

The Placement Division should limit its efforts to planning an 
executive development program for use within program departments 
by operating personnel. The Placement Policy Section should devote 
more attention to maintaining manual issues in current condition. 
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Field correspondence should be reduced to a minimum. Advisory 
services In shicenant matters should be furnished upon request only. 
Liaison with the Civil Service Commission in regard to placements 
and reductions in force should be on policy matters only unless pro- 
gram activities request assistance in representation before the Com- 
mission in a particularly difficult case. Performance of policy and 
advisory functions should require a staff of approximately 12 positions 
instead of the present 27. 

(4) Transfer the Medical Placement Division to the Department 
of Medicine and Surgery.—Processing and record keeping for more 
than 5,000 centralized Department of Medicine and Surgery profes- 
sional and technical positions are carried out by the Medical Place- 
ment Operations Section of the Medical Placement Division. The 
Medical Placement Policy Section develops operating policies and 
procedures pertaining to personnel actions for doctors, dentists, and 
nurses and prepares and issues manuals covering these. Both of these 
functions are related solely to the Department of Medicine and 
Surgery and should be transferred to the Department of Medicine and 
Surgery. The Assistant Administrator for Personnel should, in ac- 
cordance with clear delegation of authority from the Administrator, 
be responsible for coordinating, i in a staff capacity, the policies and 
activities of the Medical Placement Division with other Veterans 
Administration personnel activity. 

Continue the Personnel Relations and Training Service 

Both the Personnel Relations Division and the Training Division 
of the Personnel Relations and Training Service are functioning in 
a full staff capacity at the present time. Despite its small size, the 
Service has made its influence for progressive personnel administra- 
tion felt throughout the Veterans Administration. It has drafted a 
simplified and effective employee relations procedure. <A substantial 
number of training courses have been developed for use by operating 
departments at their request. Frequently the staff consults with oper- 
ating executives both in central office and in the field to assist them 
with employee relations cases. Present organization and present 
working relationships should be continued unchanged except for the 
transfer of operating responsibilities discussed below. 

(1) Transfer operating responsibilities of the performance rating 
staff to the program departments.—The pe rformance rating staff 
develops performance e rating policies and procedures and maintains 
liaison with the Civil Service Commission on performance rating 
matters. It also acts in an advisory capacity to the field concerning 
performance rating matters. In addition, the performance rating 
staff maintains field station managers’ performance ratings and re- 
ceives reports on field station performance rating programs, which 
involves a heavy correspondence load. 

Developing performance rating policies and procedures and main- 
taining haison with the Civil Service Commission on performance 
rating matters are staff service functions which are normally per- 
formed by central staff groups. So also are advice and guidance to 
the field. Therefore, the performance rating staff should be continued 
and should be held responsible for these functions. 

On the other hand, the actual performance rating of field station 
managers and the review of reports on field station performance rat- 
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ing programs are operating responsibilities and should be. absorbed 
by program department operations, where there is a closer relation- 
ship with field station managers’ performance and field station per- 
formance rating programs. Transfer of performance rating opera- 
tions to the departments will leave only the policy development, liaison, 
and interpretation responsibilities with the performance rating staff. 
Therefore, its authorized staff could be reduced by at least two posi- 
tions, one technical and one clerical. The reduced staff of three posi- 
tions should be able to perform the remaining functions. 


6. Transfer all departmental personnel divisions to the Central Office 
Management Service of the Administrative Services Department 

At the present time all central office personnel administration is per- 
formed by departmental personnel divisions reporting administra- 
tively to the departmental personnel officer. In line with recom- 
mendations made in volume IT pertaining to the management of the 
Washington office, the departmental personnel divisions should be 
transferred to the Administrative Services Department to form the 
Personnel Division of the Central Office Management Service. De- 
tails of the proposed organization of the departmental personnel 
divisions are described in part X of this volume. Removal of large- 
scale personnel operating functions from the Personnel Department 
and removal of certain processing and review functions discussed in 
b revious recommendations establish a genuine staff type of operation 
for that Department. Of the 307 authorized positions in the Depart- 
ment, 125 are engaged in departmental personnel operations. 

The foregoing organization recommendations establish the Person- 
nel Department as a staff service capacity with practically no operating 
responsibilities. These recommendations also have proposed either 
removal or abolishment of about 175 positions from the Department, 
leaving a staff of approximately 130 positions. The recommended 
organization, therefore, should contribute materially to a suecessful 


personnel service acting in a staff capacity to program department 
personnel operations. 


IV. 





OPERATING RECOMMENDATIONS 


The organizational recommendations contained in the foregoing 
chapter necessitate a number of operational changes. Moreover, there 
are certain personnel operations which require strengthening. The 
personnel program for Veterans Administration has been soundly 
conceived in accordance with accepted principles of personnel man- 
agement, but the program has not received the understanding, ac- 
ceptance, and support of oper ating management to the extent essen 
tial to strong agency operation. The objectives of m: ny of the opera- 
tional recommendations discussed in the following paragraphs, there- 
fore, are to promote acceptance of the program. 

| 


1. Give greater attention to development of personnel policy and 


program. planning 
At present too much of the time and attention of the Assistant 
Administrator is devoted to internal administration of the Depart 
ment. This is necessitated primarily by the heavy operational respon- 
sibilities of the Department. With these transferred to program lines, 
the Assistant Administrator and his staff should devote more atten- 
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tion to the development of personnel policies and programs designed 
to strengthen the personnel function throughout Veterans Adminis- 
tration. He should also maintain closer and more frequent contacts 
with the Administrator and with other Assistant Administrators to 
acquaint himself with the broad problems encountered in personnel 
administration throughout the agency. His present contacts are too 
often concerned with relatively minor matters, such as individual 
grades to be raised, applicants to be handled and promotions to be 
approved. He cannot develop a sound personnel program unless he 
understands and participates continually in agency-wide program 
planning. 

The Veterans Administration personnel program, like that of many 
other Federal agencies, has gravitated toward a minimum program 
to meet Civil Service Commission policies and regulations. Personnel 
program development has emphasized regulation and procedure writ 
ing to carry out one law and rule after another rather than determina- 
tion of practical courses of action to correct major problems. The 
former function is important under a public merit system, but it reflects 
only what external groups, such as Congress, the veterans, and wnions, 
think a personnel program should be. To develop a sound Veterans 
Administration personnel program, agency management problems 
must be identified and policy determined accordingly. Unless perti- 
nent information on these problems is collected and evaluated, the 
Veterans Administration is placed at a disadvantage with respect to 
its vital personnel operation. 

On the other hand, once this information is collected and evaluated, 
the Assistant Administrator will be able to develop a pe ‘rsonnel pro- 
gram designed to improve the administration of veterans’ affairs. 
The facilities for sound program planning are already available within 
the staff. How these resources can be better utilized is discussed 
throughout the following recommendations. 


Plan and coordinate ante rnal O pe rations of the Py / sonnel Th pai i= 
ment more effectively 


The workload of the Department originates from many sources, 
such as the Civil Service Commission, other Assistant Administrators 
and field stations, as well as within the Department. As each service 
acts more or less independently, because much of the work performed 
is specialized or routine, - ‘re is little emphasis on over-all personne! 
projects planned to solve agency-wide personnel problems. Pe ae | 
staff services are limited ss quantity and quality of the staff, but 
personnel problems are unlimited. Therefore, the Assistant Admin- 
istrator should replace the present information list of projects being 
worked on throughout the Department with an effective follow-up 
control. 

Personnel projects should be carefully screened and selected. No 

taff time should be expended upon projects without very careful 
evaluation by the Assistant Administrator. Decisions to proceed 
on various staff projects are important. Only projects which con- 
tribute to the over-all personnel program and which show promise of 
results deserve support. The Assistant Administrator should be fully 
accountable for projects accepted or rejected. 

Technical staff activities should be planned to meet the more urgent 
personnel requirements of program departments. This requires eval 
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uation of requests for personnel assistance from operating personnel 
and of personnel problems developed by the technical staff and con- 
centration upon the more urgent projects even at the risk of deferring 
less urgent projects. Accurate progress reports to the Administra- 
tor, Deputy Administrator and Assistant Administrators should be 
made at regular intervals. Such planning would enable personnel 
technicians and top management to work together with greater 
effectiveness. 

Internal coordination between technical services is also necessary. 
For example, development of qualification standards and dev elopment 
of classification standards require close coordination. A well-rounded 
executive and professional development program will require close 
coordination between placement, training, recruitment, qualification 
standards, and classification activities. 

In summary, the Assistant Administrator can do much to strengthen 

the whole personnel program by program planning and coordination 
within his organization. 


. Revise and strengthen practices for coordinating and controlling 
the personnel program throughout the Veterans Administration 


Present control of centralized field positions by central office and 
the publication of procedural manuals and instructions represent an 
attempt to coordinate personnel practices. But these methods alone 
cost too much in delay and confusion in a large organization. Little 
has been done to determine over-all Veterans Administration person- 
nel activities which do or do not require coordination and to develop 
adequate means for achieving coordination where it is required. 

Formal means of communication between program department op- 
erations and the Personnel Department should be established to in- 
sure prompt coordinating action where it is required. Present gen- 
eral statistical reporting, which gives basic information about the 
numbers of employees, personnel workers, turn-over and ceiling, 
should be preserved. Many of these reports are required by the Civil 
Service Commission. 

Scheduled inspections of program department personnel operations 
should be conducted at regular intervals by teams of personnel tech- 
nicians from the Personnel Department. The personnel management 
staff should plan and organize such inspections annually for each 
department. 

However, such inspections should be limited to central office person- 
nel activities of program departments to which basic personnel re- 
sponsibilities have been delegated. The specific procedures for in- 
spection should be left flexible. Generally, inspection groups should 
review the personnel program content and accomplishment of each 
program department by such methods as report analysis, interviews, 
issue reviews, and transaction postaudits. Inspection groups should 
be ree tov - and inspect such units of the department’s organiza- 
tion as may be deemed necessary, during either periodic inspections 
01 ooal eens which might be requested by departments or 
ordered by the Administrator. Necessary clearances for such on-the- 
spot inspection should be obtained from department heads. Agency 
inspection should, of course, be coordinated with Civil Service ‘Com- 
mission inspection at all times. 

In addition to inspection as a control, field and department per- 
sonnel officers should be continually encouraged to report through 
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proper channels on the results of application of personnel policies 
and procedures in practice. 
4. Improve public acceptance of the personnel program 

Veterans Administration has been widely criticized for the man- 
ner of handling personnel administration. To some extent, this is 
undeserved and results from former operations. Yet in recent months 
stories appearing in Washington newspapers have been unfriendly. 
The Veterans Administration has done nothing to correct this im- 
pression by publicizing constructive personnel accomplishments. Thé 
Assistant Administrator should insure that the favorable aspects of 
Veterans Administration personnel administration are publicized to 
counteract unfavorable impressions of veterans and the general public. 

Increase flexibility and promptness in issuing personnel procedures 

Issue of personnel procedures and instructicns is so frequently de- 
layed that extensive use of uncoded teletypes and all-station letters 
has been resorted to. Consequently, the basically sound manual struc- 
ture has been disrupted with a mass of unorganized instructions. 
This situation leads only to confusion and uncoordinated personnel 
action. It should be corrected by: 

(1) Simplifying the issue structure through replacement of tech- 
nical bulletins, teletypes, and station letters with one basic manual. 
Temporary issues should be coded to the manual structure and should 
be canceled when obsolete. 

(2) Limiting procedure issues to broad procedures where legal re- 
quirements or agency policy requires absolute conformance to them. 
Local management should be permitted discretion in adaptation of 
detailed procedures to specific situations. 

(5) Encouraging comments and suggestions for improvement. Par- 
ticularly important manual changes should be circulated to key de- 
partment personnel officials in central office for comment before pub- 
lication. ‘Time should be allowed for department personnel to obtain 
field reactions to such proposals, wherever possible. Further, new 
procedures and forms should be tested before formal agency-wide 
installation is made. 

Steps have already been taken to organize emergency interim issues 
relating to personnel activities in line with (1) above. 


Institute a personnel staff development program throughout 
Veterans Administration 


Most Veterans Administration personnel staffs are adequate, and 
some are very well qualified. In general, however, they have not been 
fully effective as advisers to local field station management. Effective 
and well-trained personnel staffs are prerequisite to competent per- 
sonnel administration throughout the Veterans Administration. 
Therefore, a continuing program to raise and maintain the standard of 
personnel staffs of the program operations should be developed. It 
should include the following specific steps: 

(1) Development of adequate qualification standards for all per- 
sonnel positions. Particularly the requirements for effective staff 
operation should be made clearly a part of these qualification 
standards. 
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(2) Recruitment of personnel staffs from good sources such as civil- 
service junior professional and administrative examinations, intern 
programs, and program operations. 

(3) Conduct of periodic training conferences and seminars at 
regional locations and central office for various levels and specializa- 
tions of personnel staffs. 

(4) Planning of promotion and placement of personnel employees 
to develop a versatile and well-rounded program with opportunities 
for individual development. 


(5) Development of performance evaluation criteria for personnel 
positions. 

Personnel training and staff development should also extend to 
operating executives and administrative assistants who manage per 
sonnel matters in program departments. Their responsibility for 
carrying out personnel management policy through the operating or- 
ganization demands a basic and current knowledge of personnel 
ree 

. De velop and extend the perfor mance-rating program to improve 

" lations hetireen su per UISOTS and é m ploye eS 


At the present time, much of the technical work done by the per- 
formance rating staff is well grounded theoretically and has been 
developed conscientiously. Unfortunately, the results have not been 
well adapted to the Veterans Administration practical needs. A pro- 
posed uniform performance rating program for the Veterans Admin- 
istration developed by this group pursuant to the Performance Rating 
Act of 1950 was too complex and not acceptable to the Administrator. 
The program was then drastically revised to meet the demands of 
various assistant administrators for simplicity. Asa result, different 
performance rating policies are followed throughout the field, de- 
pending upon the Assistant Administrator in charge. 

Unlike much civil service law, the Performance Rating Act is flex- 
ible. Agencies need only submit to the Civil Service Commission for 
approval a systematic and equitable performance rating plan. An 
excellent opportunity exists for the Veterans Administration to 
match its technical personnel knowledge to operating needs. By ex- 
perimenting, by advising, by changing procedures and forms, and by 
constantly ‘observing supervisory “and employee reactions, the per- 
formance rating staff can develop performance rating plans which will 
obtain uniform results and at the same time will meet the needs of 


various operations and of different kinds of work throughout the 
Veterans Administration. 


De li gate position ( ] ISsi fie ation authority to program di partme nts 


subject only to standards set by the Assistant Administrator for 
Pe TSO INE / 


The Field Classification Division is staffed with 45 technicians and 
clerks who are responsible for classification of approxmate ty 153,000 
field station positions. This is the largest number of Classification Act 
positions in any single Government department. This staff has de 
veloped since 1948. At that time the Administrator, by Memorandum 
No. 28, dated June 9, 1948, substituted the present centralized classi 
fication system for the decentralized system under branch office organ 


ization. Classification procedures established by this and later issues 
had the following characteristics. 
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(1) Standard position de seri ptions.—Standard position descrip- 
tions were to be established by each assistant administrator. ‘These 
descriptions prescribed in de tail the duties to be performed by all field 
station positions. Each field manager was made accountable for 
seeing that work was organized and carried out according to these 
descriptions. 

(2) Lables of organization —These tables of organization, stating 
the number and kind of standard positions permitted for all organiza- 
tion units of field stations, established a staffing pattern throughout 
the Veterans Administration and were to be strictly adhered to. 

(3) Positions not standardized —Position descriptions for positions 
which were not standardized were to be written by employees, super- 
visors, or ‘eal some officers at field stations and forwarded to central 
office for classification by the Field Classification Division. 

This system of centr: alized classification and duty assignment con- 
trol is peculi: ar to the Veterans Administration. Most Federal agen- 
cies and the Civil Service Commission have encouraged decentraliza- 
tion of classification authority in recent years. 

Recommendations to reorganize the classification service pointed 


out the major weaknesses of present classification procedures. Oper- 


ating management authority was bypassed, and too much time was 
required to obtain action. Assigning specific duties to lower grade 
clerical and custodial positions from Washington by means of st ae 
ard position descriptions usurps from local management one of 
basic prerogatives. This system, together with tables of ioutiaalion 
and detailed written procedures, destroys flexibility of operation. 
Poor personnel utilization has resulted. Instead of the combining of 


positions in small field stations to meet local work requirements, the 
prescribed positions must be established, whether justified or not. 

The Civil Service Commission has objected to the system because it 
has led to numerous instances where real work performed bore little 
relationship to the official description of duties. 

Moreover, the present system of standard position descriptions has 
not been fully accepted within Veterans Administration itself. Only 
about 40 percent of field positions are covered by standard descrip- 
tions. Most of these are routine district and regional office positions, 
in which work is easily standardized. The remaining 60 percent of 
field positions are still described individually and classified by the 
Field Classification Division. The great majority of these positions 
are in the Department of Medicine and Surgery and in the vocational 
rehabilitation and education program. To date these two depart- 
ments have refused to adopt standard position descriptions. Both de- 
partments feel that the system cannot be made to work in their or- 
ganizations. 

Although the latter departments have retained flexibility in de- 
fining job duties in the field, the price is high. Classification of every 
nonstandard position by the Field Classification Division has usually 
caused delays of approximately 3 weeks on fairly routine actions. 
Controversial cases often require 3 to 6 months before final classifica- 
tion is accomplished. 

To improve Veterans Administration classification, program de- 
partments should assume responsibility for its administration. They 
should carry out classification with the technical guidance and advice 
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of the Assistant Administrator of Personnel. A general procedural 
pattern such as the following should be adopted. 

(1) Standard position descriptions should be used only where con- 
ditions warrant.—The standard position description system should be 
replaced by a system in which methods staffs in each department would 
recommend position standardization only after careful study. Such 
study should include a thorough analysis of procedures, lay-out, per- 
sonnel qualification standards, skills availability, classification, and 
special local conditions, which affect successful job standardization. 

(2) Program de partments should assume full responsibility for as- 
signing work to employees —Even the role of methods engineers in 
advising program departments of more efficient means of job or- 
ganization should be advisory. Final responsibility for assigning 
work should remain with the program executives, if widely varying 
requirements throughout the Veterans Administration are to be met. 

(3) Authority to classify positions, subject to civil-service require- 
ments, should be delegated to operating departments.—If field station 
managers and supervisors are to be held responsible for successful 
operations, they should be free to organize field stations so as best to 
achieve the required workload. Assistant administrators should as- 
sume responsibility for classification action as soon as qualified and 
trained personnel staffs are provided. Classification standards and 
procedures are sufficiently well developed to provide adequate guid- 
ance to such field staffs. Also inspection and other controls discussed 
in the next paragraph should provide ample guaranty of equity in 
classifications. 

(4) The Assistant Administrator should exercise functional guid- 
ance and supervision over the classification program.—In order to 
conform to the requirements of civil-service regulations and to insure 
an effective classification program throughout the Veterans Admin- 
istration, the Assistant Administrator for personnel should exercise 
functional guidance and supervision over the classification program. 
He should ‘help program departments recruit and train competent 
classification technicians. Similarly, he should review classification 
programs for effectiveness. His representatives should check with 
program departments on such matters as the trend of classifications, 
selected actual cases, and conformance to procedures. Such inspec- 
tions should be carried out as a part of the general inspection proce- 
dure proposed in operating recommendation 3. As is done in some 
Federal agencies, inspection activity could be coordinated with that 
done by the Civil Service Commission. 

Delegating the great mass of classification work to program activ- 
ities as outlined in the foregoing paragraphs should Facilitate class- 
ification. Moreover, classification work will be done by technicians 
close to the jobs to be classified. However, adequate and more effective 
controls to preserve uniformity will be required. 


9. Reduce the number of centralized positions 

About half of the Placement Division staff of 27 is engaged in 
reviewing individual personnel actions on centralized positions. Al- 
though Technical Bulletin 5-81 defines the procedures and the posi- 
tions covered, different assistant administrators use different stand- 
ards to determine which positions should receive central office review. 
The review is nothing more than a check of qualifications of candidates 
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proposed by local management against Veterans Administration cen- 
tralized position qualification standards. No case is rejected without 
its first being discussed with the assistant administrator concerned. 
At the same time, the Placement Division refers to the assistant ad- 
ministrator the names of other qualified candidates. 

The increasing tendency to classify more and more positions as 
centralized positions is detrimental to the morale of the organization. 
Field station managers feel that positions are filled for them by cen- 
tral office and that their authority is thus curtailed. Many capable 
—— are passed over for promotion by central office pe sccpianl 
unfamiliar with their abilities. Prolonged delays in personnel actions 
are frequent. Finally, central office employees are burdened by 
numerous personnel actions which they are not fully equipped to 
handle. 

Assistant administrators should reduce the number of centralized 
positions and should offer field managers a greater range of choice in 
selecting their key staff. Control of selections by field station man- 
agers through improved qualification standards and selection methods 
should be used, and field station managers should be clearly account- 
able for the development of their subordinate staffs. 

Once freed from the paper processing necessitated by centralized 
positions, the Placement Division should assist assistant administra- 
tors to establish programs for developing, locating, and assigning key 
personnel in their respective departments. Technical advice should 
be available to program departments for scheduling tours of duty 
for key personnel. Upon request only, the Placement Division should 
locate qualified persons throughout the Veterans Administration for 


key job openings arising w ithin the various de partments. 


10, Strengthen the recruiting program at all levels of the Veterans 
Administration 


Recruiting qualified personnel to fill vacant positions on the Vet- 
erans Administration payroll is not a problem everywhere. However, 
in labor shortage areas practically all civil-service registers were ex- 
hausted or contained only marginal candidates. Civil Service Com- 
mission assistance supposed to be provided by publicity procedures 
was of little use. Requests for assistance to central office were usually 
confined to regularly centralized positions, although upon occasion 
central office representatives have assisted in recruitment for field 
positions when such assistance was requested. Other requests to cen- 
tral office received slow response. In areas where there were sur- 
pluses of personnel, few requests had been received from central office 
to make these surpluses available to shortage locations. 

Organizational recommendations to correct this situation have been 
discussed previously. Effective stafling of the Recruitment Division 
accompanied by positive operating objectives and practices will be 
necessary to make the program effective. A recruiting program under 
staff guidance of the Recruitment Division should include the follow- 
ing: 

(1) Developing information on Veterans Administration person- 
nel needs, long range as well as current. This requires constant con- 
tact with program dep: irtments in regard to field recruiting problems 
and the current condition of civil-service registers. 
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(2) Appraising and evaluating information received from field sta- 
tions and program departments. 
(3) Developing programs for the solution of each recruitment prob- 
lem on a project basis. Such programs should include one or more 
of the following: 
Assigning recruiting specialists from the central office per- 
sonnel staff to fill urgent needs. 
Developing central office recruiting contacts with the best 
personnel sources. 

3. Cooperating with the Qualification Standards and Examina- 
tion Division and the Civil Service Commission when qualifica- 
tion standards and tests are a problem. 

4. Coordinating personnel sources to make candidates in labor 
surplus areas available to labor shortage areas. 

5. Arranging for new civil-service examinations. 

6. Instructing and assisting field personnel oflicers in the use of 
effective recruiting methods. 

Cultivating long- range recruiting sources, such as colleges, 
or adi ite schools, and professional and commercial groups. 

Such a program would enable Veterans Administration to develop 
a sound, continuing recruiting program. Procedural obstacles to ef- 
fective recruiting could be located promptly. Facts could be gathered 
and corrective action taken. 
11. Strengthen and extend present operating practice s of the Personnel 

Relations Division 
The role of the Personnel Relations Division is essentially a passive 
one. It advises operating management on employee relations prob- 
lems. It takes over individual cases only when they become of con- 
cern to the Administrator. It operates ‘entirely in a staff capacity. 

One of the Division’s programs of employee-management councils 
has been apphed in the Oakland district office. There, the orde rly 
consultation with employees on management matters has raised morale 
creatly. 

On the other hand, difficulties occur because of program department 
disinterest in good employee relations. The feeling prevails that 
executives and operating supervisors, especially in central office, are 
not much concerned with the effect of their actions on personnel rela- 
tions. Particularly is this true in the fiscal administration of the 
Veterans Administration. Recent reductions in force have had very 
serious ill effects on morale, as have cutbacks in leave and overtime 
pay. Instead of budget cutting on programs, it is felt that employees 
and employee benefits appear as the softest target, even though such 
benefits are supposedly guaranteed by law. 

It is the responsibility of the Assistant Administrator to see that the 
efforts of the Personnel Relations Division are recognized and acted 
upon by program departments and that the pe srsomnel relations aspects 
of major policy decisions are considered. To accomplish such a task 
requires continuing influence in top management councils. 

The Personnel Relations Division should inform, advise, and assist 
operating management in the matter of sound personnel relations 
wherever feasible. However, it is the responsibility of the Assistant 
Administrator to insure that the importance of sound personnel rela- 
tions is recognized throughout the Veterans Administration. In this, 
he should have the full backing and support of the Administrator. 
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12. Extend and improve the qualification standards and test develop- 
ment program as a necessary part of an executive development 
program 

Despite its concentration on operating work, which was discussed in 
chapter III, the Qualification Standards and Examination Division 
has made considerable progress in qualification standards and test 
development. Boards of civil-service examiners in this division con- 
sult key operating personnel of the Veterans Administration exten- 
sively both in the deve ‘lopment of qualification standards and in the 
rating of applicants on examinations. This develops a sound coor- 
dination between staff and operating activities. 

Because of the work of this Division after World War II, Veterans 
Administration was one of the first Federal agencies to convert most 
of its employees from temporary war service to permanent status. 
Through its efforts, a comprehensive set of qualification standards for 
Veterans Administration field positions has been issued in Manual 
M5-3. These qualification standards have received joint Civil Serv- 
ice-Veterans Administration approval. Boards of civil-service exam- 
iners use these standards in rating applicants for positions. 

Once freed from operating recruitment and civil-service board 
responsibility, this Division should devote its energies to the following 
field station problems: 

(1) Clarify qualification standards for positions peculiar to the 
Veterans Administration—Most reduction-in-force problems in the 
field are caused because qualification standards for various jobs are 
too broad. Persons are frequently “bumped” into positions for which 
they are not well qualified. Better qualification standards would 
remedy these situations. 

(2) Improve selection te sting and rating technique aie rogress in 
test and rating techniques should be deve ‘loped. Objective determina- 
tion of a person’s qualifications for a position is as important as de- 
velopment of qualification standards. Such determination involves 
better testing, methods, better methods for rating past performance, 
and better methods for checking references. These and other methods 
should be developed to determine whenever possible who can best fill 
a particular Veterans Administration position. Such methods also 
help to eliminate undesirable candidates. 

(3) Utilize outside experience with im prove d selection methods. 
Unlike several Federal agencies, Veterans Administration has not 
utilized improved selection methods available to it through the Civil 
Service Commission and private sources. In recent years, the Civil 
Service Commission has made noteworthy progress in developing tests 
for supervisors and administrators. The Veterans Administration 
should develop and conduct controlled experiments with such tests. 
Poor supervision at most levels is one of the Veterans Administration’s 
major weaknesses. Improved selection methods would contribute 
greatly to improvement of the present status of supervision. 

(4) Coordinate job analysis study needed for test development and 
qualification standards improvement with similar study on classifica- 
tion standards.—Historically, in the Federal service the development 
of civil-service qualification standards and position classifications has 
been poorly coordinated. Steps ean be taken toward correcting this 
situation. Joint projects to study problem occupations should be 
undertaken by the Recruitment and Placement Division and the 
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Classification Division. Such projects should produce a sound classi- 
fication structure, a clear statement of qualifications and a method e 
sorting out those persons who possess suitable qualifications for 
given classification from those who do not. 

The foregoing qualification standards and test development pro- 
gram should be a closely coordinated part of the executive develop- 
ment and training program described in the next recommendation. 


Develop and install a plan for executive selection, training, and 
placement throughout the Veterans Administration 

As a long-established Government agency, Veterans Administra 

tion has operated in recent years with an executive staff acquired a 
ing the 1920’s and 1930’s. Some additional executive and supervisory 
talents were acquired during the immediate postwar period, especially 
in the staff services and the new program departments. However, the 
agency needs to devote further attention to the development of re- 
placement personnel. 

The Veterans Administration, as a service, affords some aspects 
of career development. Recently, training programs have been under- 
taken for assistant hospital managers. Veterans Administration has 
attempted to recruit administrative personnel through the junior 
management assistant examination, an examination held yearly by the 
Civil Service Commission for promising college graduates in the 
public and business administration fields, but results have been disap- 
pointing. Veterans Administration may, in the future, be compelled 
to recruit actively in colleges and universities before this examina- 
tion is held, as some other Government agencies have done. Another 
source from which executives may be drawn is from within the agency. 
For example, Veterans Administration has submitted administrative 
intern candidates from central mga for the Civil Service Commis- 
sion’s training program each yea 

A large agency such as the Veterans Administration cannot afford 
to leave its executive recruitment and development to chance. It must 
plan and develop its executive resources carefully over the years. It 
should develop its own internship program for junior, intermediate, 
and senior levels of employees. All present employees should be 
eligible to apply for such intern training. Many employees within the 
Veterans Administration at the present time lack the formal educ: 
tion requirements for the junior management assistant examination 
hut, possess the basic intellectual and personal qualifications needed 
for executive work. Veterans Administration should, therefore, use 
its present employees as an ‘mportant source of future executives, 

To carry out an executive development and training program will 
require careful coordination in the Personnel Department. It will 
require careful planning with Veterans Administration top manage- 
ment and close cooperation of classification, placement, and training. 
Responsibility for coordinating the program should be placed in the 
Recruitment and Placement Division. This is recommended because 
recruitment and job rotation, which are the principal responsibilities 
of this Division, will be the major obstacles to a successful executive 
development program under the Federal personnel system. To estab- 
lish the program, the following steps will be necessary : 
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(1) Identify and define, with the help of program departments, key 
executive jobs in the Veterans Administration. 

(2) Specify carefully the qualifications required to perform these 
jobs accurately and successfully. 

(3) Develop and carry out recruiting plans for these positions from 
within and outside the Veterans Administration. 

(4) Develop a program to place, train, rotate, and assess progress 
of potential executive candidates. 

Programs suited to the special needs of operating departments 
should be developed. Provision should be made for rotating executive 

-andidates between department programs, between central office and 

field stations and between administrative specialties. Extensive use 
should be made of experience in planning for sound executive develop- 
ment now available from both public and private sources. 

The foregoing operating recommendations supplement the organ- 
ization recommendations contained in the preceding chapter. In the 
next chapter the benefits to be derived from both are discussed. 


V. BENEFITS 


The advantages and benefits to be derived from the recommenda- 
tions discussed in the previous chapters are summarized in the fol- 
lowing paragraphs: 

The Assistant Administrator for Personnel will be in a better 
position to develop a strong, effective personnel program for Veterans 
Administration and to advise and counsel the Administrator on 
personnel matters. 

The Personnel Department, operating in a staff capacity, will be 
in a better position to provide effective service to program depart- 
ments. 

The program departments will be in a better position to meet 
the personnel needs of their respective operations. 

The Assistant Administrator should be in a position to contribute 
effectively to development of broad Federal personnel policies 
oe the Federal Personnel Council. 

Personnel actions will be expedited through the elimination of 
— ch of the paper handling by Central Office. 

}. Greater flexibility of. operation will be possible, with resulting 
redvtions in administrative costs. 

7. The caliber of personnel should be improved throughout the 
org: sinniaalidn: 

8. More effective utilization of personnel should result from im- 
proved programs of selection, training, and executive development. 

In general, the increase in effectiveness of personnel management 
which should result from adoption and sound implementation of these 
recommendations should enable Veterans Administration to attract 
and retain more able employees. The effect on administrative costs 
of a well-trained and satisfied management group, supported by 

capable and satisfied emp loyees working under enlightened policies of 
modern management, w'll be subst antial and of continuing effect. 
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Parr VIII. Orrice or THe Sonicrror 
I. BACKGROUND 


The Solicitor is the legal authority of the Veterans Administration. 
As such, he is responsible for interpretation of all legislation affecting 
the agency and for review of all regulations resulting from such legis- 
lation. He provides legal advice to the Administrator and other 
executives of the Veterans Administration and furnishes necessary 
legal service. He is the duly authorized attorney of the Administra- 
tor for the accomplishment ‘of the guardianship program for minor 
and incompetent beneficiaries entitled to payments from the Veterans 
Administration, as established by law. 

Legal functions performed by the Solicitor had their inception in 
the Bureau of War Risk Insurance, organized in the Treasury Depart- 
ment under Public Law 193, Sixty-third Congress, approved Septem- 
ber 2, 1914. In 1921, the Bureau of War Risk Insurance became a 
art of the United States Veterans Bureau, and legal functions of the 
sens became the responsibility of a Legal Division under a general 
counsel. At that time these were only general legal functions and did 
not include guardianship and loan guaranty functions. 

Guardianship functions were added in 1924. In the World War 
Veterans Act of 1924, the Director of the Veterans Bureau was given 
limited discretionary powers in the payment of benefits to guardians or 
fiduciaries of minor or incompetent beneficiaries. Guardianship pro- 
visions of the World oe Veterans Act were strengthened and ex- 
tended in 1926, 1928, 1930, 1935, and 1943. At the present time, the 
guardianship program is one of the major legal functions of the 
Solicitor. 

In 1930, shortly after the formation of Veterans Administration, the 
Office of the Solicitor was organized and the title of general counsel 
was replaced by the title of Solicitor. This office was comprised of a 
Legal Division, a Litigation Division, later merged with the Legal 
Division, and a Guardianship Division. 

As a result of the increased legal work caused by the Servicemen’s 
Readjustment Act of 1944, Legal Service (Loan Guaranty) was estab- 
lished in 1946 to perform opinion writing, provide legal advice, and 
handle litigation resulting from the loan ou: iranty program. In 1951, 
Legal Service, the successor to the or iginal Legal Division, was sepa- 
rated into L egal Service (General) and Legal Service (Litigation) to 
be responsible for re legal interpretation and general litigation 
and prosecution, respectively, except that for the loan guaranty and 
guardianship programs. 

Thus, in the course of years, the Office of the Solicitor has grown 
apace with Veterans Administration. During fiscal year 1951 the 
Office of the Solicitor, together with chief attorneys in field offices, 
prepared 8,709 formal written legal opinions and engaged in 239,591 
conferences on legal matters. Civil suits in United States courts, in 
which chief attorneys assisted United States district attorneys, totaled 
775 and criminal prosecutions totaled 5.273. Tort claims received 
totaled 332. Loan guaranty or loan insurance legal actions concluded 
involved 2.9) 2 property acquisitions, 1,696 foreclosure suits or actions. 
and 1,053 cases of property bid in at forced sales. There were 303,600 
Veterans Administration wards under the guardianship program with 
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estates audited during the year amounting to $322,294,094. Guard- 
ianship court actions filed tot: taled 5,231. Field examinations and in- 
vestigations completed numbered 148,270. From the foregoing fig- 
ures, the importance and activity of the Office of the Solicitor are 
apparent. 


Il. PRESENT ORGANIZATION 


In general, as new laws pertaining to veterans are passed, it is nec- 
essary for the Veterans Administration to supplement the broad terms 
in which they are phrased with more detailed regulations which are 
published in the Federal Register. These regulations, which originate 
with the department heads concerned, must have the approval of the 
Solicitor. The same procedure applies but with less formality to tech- 
nical bulletins and instructions issued by central office and to all cor- 
respondence of a legal nature. 

In particular, requests for interpretations of the law in special in- 
stances are frequently addressed to the Solicitor by the Administrator, 
Deputy Administrator and Assistant Administrators. These inter- 
pretations take the form of Solicitor’s opinions, which are binding 
upon all Veterans Administration personnel except the Administrator. 
If the subject matter of these opinions involves an original interpre- 
tation of statute or Federal regulation, they are referred to the 
Administrator for his decision and, in the form of Administrator's 
decisions, become final and conclusive as to both administrative and 
judicial action, except on contract matters. 

In addition to his purely legal functions, the Solicitor is responsible 
for assisting other departments of the Veterans Administration to 
implement policy and administrative decisions of the Administrator 
and Deputy Administrator. The advices of the Solicitor, not only as 
an attorney but also as an administrator, have an effect upon opera- 
tions of the Veterans Administration. He is frequently « ‘alled upon 
to point out not only legal implications but also administrative com- 
plications of policies and decisions. In these activities, he is assisted 
by subordinates of spec lalized exper lence. 

The Solicitor is also required to maintain contacts with judicial 
agencies such as the Department of Justice, State, and Federal judici- 
aries and the Judge Advocates General of the Military Services. The 
Department of Justice is responsible for most litigation in Federal 
courts involving the United States Government; therefore, the Solici- 
tor and his staff are required generally to assist in the preparation of 
cases for trial by United States district attorneys in Federal courts. 
In actual practice, however, chief attorneys and ‘other re presentatives 
of the Solicitor often do appear in Federal court and otherwise actively 
participate in such litigation. Actions against the Administrator in 
State courts are handled by chief attorneys or their designates in the 
field. 

Finally, the Solicitor performs a control function. He is respon- 
sible for providing effective and efficient legal service for the Veterans 
Administration. Thus, he is responsible for legal practice in central 
office and for inspection of legal practice in field stations. He is ulti- 
mately responsible for all activities of the Office of the Solicitor, which 
include such matters as: 

1. Operation of the Office of the Solicitor. 

Professional supervision of chief attorneys. 
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3. Litigation in State courts. 

4. Preparation of briefs for action in Federal courts. 

5. Review of legal documents and papers. 

6. Out-of-court decisions of tort claims against Veterans Adminis- 
tration and assistance in defense of Federal tort claims suits. 

Administration of the guardianship program. 

8. Provision of spec ialized legal.service for loan guaranty activities. 

The Office of Solicitor is org: anized into four services and an Execu- 
tive Office, as shown on exhibit XI. These are discussed in the follow- 
ing paragraphs. 
ExHIbit XI 

VETERANS ADMINISTRATION 
STAFF SERVICES 


Present Plan of Organization 
OFFICE OF THE SOLICITOR 


June 1951 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


OFFICE OF 
THE SOLICITOR 
SOLICITOR 


EXECUTIVE OFFICE 
EXECUTIVE OFFICER 


LEGAL SERVICE LEGAL SERVICE LEGAL SERVICE LEGAL SERVICE 
(GENERAL) (LITIGATION) (GUARDIANSHIP) (LOAN GUARANTY) 
ASSOCIATE SOLICITOR ASSOCIATE SOLICITOR ASSOCIATE SOLICITOR ASSOCIATE SOLICITOR 


FIELD SUPERVISORS 
7) 


FIELD OPERATIONS 


1. Executive office 

The Executive Office consist of the Executive Officer, who reports 
directly to the Solicitor, and 41 approved positions. Organizationally, 
the Executive Office is considered to be a single group, but in practice 
it involves a number of office service functions including messenger 
service, stenographic service, mail room and files; the Recognition and 
Accreditation Unit; the Digest Unit; and the law library. The Ex- 
ecutive Officer is also responsible for general oversight of stenogr: uphic 
help, for maintenance of leave and personnel records, for preparation 
of budget estimates for the central office administrative activities of 
the Office of the Solicitor, for travel funds and for purchase of books 


and material for law libraries in offices of chief attorneys throughout 
the country. 
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The Office of the Solicitor has its own messenger service and mail 
room. The messenger service consists of five messengers The mail 
room is responsible for receiving and distributing incoming mail 
from the central mail room and for collecting and sending outgoing 
mail to the central mail room. In addition, it keeps records of XC 
files and of administrative issues received for concurrence by the 
Solicitor. In the case of outgoing mail, the mail room is responsible 
for arrangement and distribution of carbon copies. 

Precedent files includes material of specific application to individ- 
ual cases and material of general application. ‘The latter is filed in 
bound volumes of material including Solicitor’s opinions, Adminis- 
trator’s decisions and digests. 

The Recognition and Accreditation Unit is responsible for recogni- 
tion of attorneys and agents and accreditation of representatives of 
national service organizations who desire to present veterans’ claims to 
the Veterans Administration. The purpose of this section is to pro- 
tect veterans from exploitation, either by unscrupulous persons or by 
legitimate representatives desiring to charge more than permitted by 
law. 

The Digest Unit is composed of three junior attorneys who digest 
all Solicitor’s opinions of general application and cross index them 
for distribution. The Digest Unit edits and prepares Administrator’s 
decisions for publication in reference volumes about once every 5 
years. As a professional group, this unit is also assigned legal re- 
search projects of varying magnitude from time to time. 

The law library consists of pertinent legal material, such as codes; 
statutes ; law textbooks ; Solicitor’s, Comptroller General’s and Attor- 
ney General’s opinions; opinion digests: and Veterans Administra- 
tion administrative issues. 

The Executive Office performs a myriad of administrative details 
indispensable to the operation of the office, thereby relieving the pro- 
fessional staff of such details. 

2. Legal Service (General) 


Legal Service (General) consists of an Associate Solicitor and 24 
approved positions. The Associate Solicitor reports directly to the 
Solicitor and is assisted by two designated Assistant Associate Solici- 
tors and a secretary. Other attorneys in Legal Service (General) 
are divided into three groups according to their abilities and experi- 
ence, namely, Assistant Associate Solicitors, legal consultants, and 
senior attorneys. 

Usually, Legal Service (General) is responsible for all legal matters 
not handled ‘by Legal Service (Loan Guaranty), Legal 
(Guardianship), and Legal Service (Litigation). It is principally 
concerned with giving informal legal advice, as requested ; reviewing 
and revising regulations, technical ‘bulletins, and instructions for pub- 
lication to the field ; rev lewing and revising chief attorneys’ opinions on 
general law, as submitted, to assure uniformity ; and preparing Solici- 
tor’s opinions and Administrator’s decisions, subject to approval of 
the Solicitor, when questions of interpretation of law arise. 

Informal legal advice may be handled in conversation or correspond- 
ence by any of the attorneys in Legal Service (General). Likewise, 
regulations, technical bulletins, and instructions for publication to 


Service 
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the field are distributed to attorneys for review in accordance with the 
familiarity of such attorneys with the subject matter and their individ- 
ual workloads at the time of distribution. Chief attorneys’ opinions 
are reviewed and requests for Solicitor’s opinions either from chief 
attorneys or from others in Veterans Administration are handled by 
Legal Service (General). Opinions of more than local importance 
are published to all chief attorneys. 

From the foregoing it ‘should be noted that Legal Service (Genet al) 
performs staff functions and in addition directs chief attorneys in 
their administrative legal functions. 
me © gal Sei vice ( Litigation) 

Legal Service (Litigation) consists of an Associate Solicitor and 
nine approved positions. The Associate Solicitor reports directly to 
the Solicitor and is assisted by a designated Assistant Associate 
Solicitor. Other attorneys in Legal Service (Litigation) are divided 
into three groups according to their abilities and ex ‘perience, namely, 
Assistant Associate Solicitors, legal consultants, and senior attorneys. 

Asa general rule, Legal Service (Litigation) is responsible directly 
or in an advisory capacity for all Veterans Administration civil liti- 
gation and criminal prosecution, except guardianship and routine loan 
guaranty cases in State courts, which are handled, respectively, by 
Legal Service (Guardianship) and Legal Service (Loan Guaranty). 
Its principal concerns are maintaining sound rel: ationships with the 
Department of Justice and United States attorneys in the field, repre- 
senting to them the position of the Veterans Administration in all 
cases conducted by them for the Veterans Administration and direet- 
ing chief attorneys in litigation matters. 

The extent of participation by Legal Service (Litigation) in court 
proceedings varies from preparation and presentation of facts and law 
so that United States attorneys know the position taken by the Veter- 
ans Administration, to the preparation of pleadings and briefs and the 
actual trial of the more important cases. Most civil litigation is 
handled in central office, because the Department of Justice has re- 
tained centralized control of civil litigation. Briefs, pleadings, and 
other material are sent already prepared to chief attorneys. How- 
ever, litigation in State courts is generally the responsibility of chief 
attorneys as directed. Most criminal prosecution is handled by chief 
attorneys in the field directly with United States district attorneys 
because the De 'p artment of Justice has decentralized criminal prose- 
eution. In such cases, the relationship between Legal Service (Liti- 
gation) and chief attorne ys is of an advisory nature. 

Relationships between Legal Service (Litig ation) and chief attor- 
neys in the field are very close. As the service responsible for the de- 
fense of legal interpretations and opinions of the Office of the Solicitor 
in court, Legal Service (Litigation) has an important interest in in- 
suring that the Veterans Administration is properly represented and 
that court actions are uniformly favorable to the Veterans Adminis- 
tration. Legal Service (Litigation) is therefore responsible for ad- 
vice, counsel, supervision and direction of chief attorneys in important 
Cases, 

Finally, because Legal Service (Litigation) must often defend legal 
interpretations and opinions prepared by the other legal services, it is 
frequently asked to review Solicitor’s opinions prepared by them. 
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Legal Service (Guardianship) 


Legal Service (Guardianship) consists of an Associate Solicitor and 
30 approved positions. The Associate Solicitor reports direc tly to the 
Solicitor and is assisted by two assistant associate solicitors. Other 
attorneys in Legal Service (Guardianship) are divided, according to 
their abilities and experience, into two groups, namely, legal super- 
visors and senior attorneys. 

Legal Service (Guardianship) is responsible for all activities and 
legal matters relating to the guardianship program of the Veterans 
Administration. Like Legal Service (General), it is concerned with 
giving informal legal advice, as requested ; preparing regulations, tech- 
nical bulletins, and instruc tions for publication to the field; reviewing 
and revising chief attorneys’ opinions, as submitted ; and preparing 
Solicitor’s opinions and Administrator’s decisions, when questions of 
interpretation of law arise. These matters originate from the same 
sources and are handled in the same manner as in Legal Service (Gen- 
eral), the only difference being that the legal matters handled relate 
to guardianship. 

In addition to the foregoing responsibilities, Legal Service (Guard- 
ianship) is responsible for actual administration of the guardian- 
ship program of the Veterans Administration. This involves such 
matters as determination of the need for appointment of a guardian, 
investigation and appointment of guardians or other fiduciaries, audit- 
ing and adjusting of fiduciary accounts and civil litigation or criminal 
prosecution in guardianship cases in court. 

In terms of field personnel the guardianship program is the largest 
single program in the Office of the Solicitor. It consumes much of the 
time of some 425 field examiners assigned to chief attorneys to in- 

vestigate legal and guardianship cases and a number of guardians hip 
attorneys, fiduciary account analysts, and others assigned to chief 
attorneys to handle the guardianship program. 

Legal Service (Guardianship) achieves administrative control 
guardianship activities in the field by three separate means, namely, 
field supervisors, review of field examiners’ reports, and statistical 
reports. Administration of these controls is located in central office. 

There are seven field supervisors reporting to central office Legal 
Service (Guardianship). These supervisors inspect the work of chief 
attorneys in the field at regular intervals and review everything per- 
taining to the practice of law, including complete review of all new 
case files once every 5 years. They prepare reports of these inspec- 
tions, which are sent to central office for use by the several legal serv- 
ices with respect to their supervisory responsibilities. 

Field examiners are responsible directly to chief attorneys in the 
field, but their reports are forwarded to central office if the request 
for investigation originated in central office and otherwise to the field 
station or agency initiating the request. One of the legal supervisors is 
assigned to review the reports forwarded to central office and to 
coordinate the activities of the examiners, if necessary. 

In addition to the foregoing duties, statistical reports of legal activi- 
ties in the field are prepared in the field and sent to central office. 
These reports enable the Solicitor to review such matters as personnel 
requirements, workload, and the type of legal work being performed. 

Thus, Legal Service (Guardianship) is engaged in the practice of 
law and the supervision of guardianship activities in the field. 
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5. Legal Service (Loan Guaranty) 

Legal Service (Loan Guaranty) consists of an Associate Solicitor 
and 12 approved positions. The Associate Solicitor reports directly to 
the solicitor and is assisted by a designated Assistant Associate 
Solicitor. Other attorneys in Legal Service (Loan Guaranty) are di- 
vided, according to their abilities and experience, into three gr oups, 
namely, Assists int Associate Solicitors, legal consultants, and senior 
attorneys. 

Legal Service (Loan Guaranty) is responsible for all legal matters 
relating to loan guaranty and loan insurance ac tivities of the Veterans 
Administration. Like Legal Service (General), it is principally con- 
cerned with giving informal legal advice, as requested; reviewing 
and revising “regulations, technical bulletins, and instructions for 
publication to the field; reviewing and revising chief attorneys’ 
opinions on loan guaranty matters, as submitted; and preparing 
Solicitor’s opinions and Administrator’s decisions, when questions of 
interpretation of Federal law arise. These matters originate from 
the same sources and are handled in the same manner in Legal Service 
(Loan Guaranty) as in Legal Service (General), the only difference 
being that the legal matters handled relate to loan guaranty. 

In addition to the foregoing responsibilities, as a specialized legal 
service dealing with legal aspects of loan guaranty only, Legal Service 
(Loan Guaranty) cooperates and coordinates its activities very closely 
with the Loan Guaranty Service in Finance, which is responsible for 
administration of the loan-guaranty program. Thus, routine opin- 
ions prepared by Legal Service (Loan Guaranty) are submitted to 
the Loan Guaranty Service for consideration of the effect on admin- 
istrative procedures. Frequently, it will develop that administration 
of legally correct opinions may become unduly involved and compli- 
cated. These situations are given further consideration by Legal 
Service (Loan Guaranty) to eliminate undesirable administrative 
features if possible. 

Legal Service (Loan Guaranty) also is responsible for routine loan 
guaranty civil litigation in State courts. Most loan-guaranty litiga- 
tion is conducted in State courts, but if a Veterans Administration 
chief attorney is to assist a United States attorney with such litiga- 
tion in Federal court, Legal Service (Litigation) will partic ipate. 

Thus it is seen that Legal Service (Loan Guaranty) assists an oper- 
ating service and is involved in the actual practice of law as well as 
in the preparation of legal opinions. 

From the foregoing discussion, it is apparent that the Office of the 
Solicitor performs a variety of legal functions, including general lega! 
practice, specialized legal practice, administration of legal activities 
in the field and administration of a substantive guardianship program. 
Within these functions are embraced the major legal activities of the 
Veterans Administration. 


Til, RECOMMENDED ORGANIZATION 


The present organization and functions of the Office of the Solicitor 
were discussed in the preceding chapter. From this discussion, it is 
apparent that the Office of the Solicitor has extended the term “tech- 
nical supervision” until, for practical purposes, it exercises operating 
administration and supervision over chief attorneys in the field. In 
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the guardianship program it is engaged in administration of a sub- 
stantive program. Loan-guaranty attorneys in the field, under super- 
vision of the Associate Solicitor for Legal Service (Loan Guaranty ), 
are performing operating functions for loan-guaranty divisions. 

Such functions infringe upon and conflict with operating authority 
in the field. They divert the attention of the Solicitor from the usu: al 
and logical functions of providing staff legal service to central office. 
As the Office of the Solicitor exists ‘today, the Solicitor exercises highly 
centralized control over a very complex legal organization. 

Therefore, in accordance with the recommended Veterans Admin- 
istration organization discussed in volume II, the Office of the Solici- 
tor should be ‘established as purely staff legal service in the general 
office. The Solicitor should be responsible for interpreting legisla- 
tion and for establishing, through Solicitor’s opinions and Adminis- 
trator’s decisions, the legal limitation within which Veterans Admin- 
istration must conduct its operations. He should also be responsible 
for the review of regulations, technical bulletins, instructions, and 
similar material to assure that the legal limitations are being complied 
with and should keep the Administrator informed of the legal impli- 
cations of any changes contemplated in policies and procedures. He 
should provide legal advice and counsel to the Administrator and to 
other executives of Veterans Administration and should maintain re- 
lations with other Government agencies and departments and with 
Federal courts on legal matters and matters of litigation. Finally, 
he should determine policies governing the conduct of legal work in- 
volved in administration of programs in the field and should provide 
legal advice and assistance to field personnel as requested. 

The Solicitor as the legal adviser of the Administrator and the 
legal counsel for Veterans Administration should not weaken this 
position by assuming operating authority over legal operations which 
are essential and integral parts of the various program operations. 
In exercising direct authority over legal activities in the field, he 
becomes party to differences of opinion concerning administrative and 
technical decisions of program operations and thereby loses the objec- 
tivity which is so essential to his position as final authority on legal 
matters. 

Legal activities are involved in the field operations of each of the 
technical programs to various extents. Staffs of attorneys are re- 
quired for the loan guaranty and guardianship programs. As rec- 
ommended in volume LI, these staffs should be under the administrative 
direction of the Assistant Administrators charged with responsibility 
for these programs. Each of these Assistant ‘Administrators should 
have a legal counsel on his central office staff who should act as his 
adviser with respect to the routine legal activities involved in the 
program and provide the necessary counsel and advice to field station 
managers concerning effective utilization of legal personnel and main- 
tenance of high standards of legal effort. It 1s anticipated that these 
legal counsels would review legal opinions from the respective field 
attorneys and submit questionable opinions to the Solicitor for review. 
It is also anticipated that they weeld prepare recommended interpre- 
tations of laws and regulations pertaining to the respective programs 
for the Solicitor’s review and approval. In no case would this pro- 
owe interfere with or detract from the final authority of the 

ohieitor. 
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The Solicitor should work closely with the legal counsels on the 
staffs of the Assistant Administrators and should approve their selec- 
tion and assist in their training. He should review their programs 
and plans of operation and should evaluate results of their work for 
the Administrator. 

There is occasion in the field operations for legal work of a general 
nature. There are also legal problems and litigation involving more 
than one program operation. To provide for these requirements it is 
recommended that. chief attorneys be included on the staffs of the 
managers of veterans service centers to supervise attorneys in such 

centers and in subsidiary regional offices required for such general 
hewal work. These chief attorneys should also be responsible for pro- 
v iding any legal services which may be required by the Departments 
of Medicine and Surgery, Vocational Rehabilitation and Education, 
and Claims, as the legal requirements of these departments do not 
justify separate staffs. The Insurance Department should have a 
legal counsel who can provide to the Assistant Administrator and the 
insurance center managers the legal advice required in connection with 
the technical operation of the insurance program. 

The proposed organization of the Solicitor’s office, shown on exhibit 
XII, has been developed in accordance with the operating and staff 
concepts of organization discussed above. Specific recommendations 
to achieve this form of organization are discussed in the following 
paragraphs. 

ExHtpiT XII 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Proposed Plan of Organization 


LEGAL DEPARTMENT 
April 1952 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


LEGAL DEPARTMENT 
GENERAL CCUNSEL 


EXECUTIVE OFFICE 
EXECUTIVE OFFICER 


LEGAL SERVICE LEGAL SERVICE LEGAL SERVICE 
(GENERAL) (GUARDIANSHIP) (LITIGATION) 
ASSOCIATE COUNSEL ASSOCIATE COUNSEL ASSOCIATE COUNSEL 





1. Change the name of the office of the Solicitor to Legal Department 
and the title of Solicitor to General Counsel 
Under the recommended central office organization of the Veterans 
Administration, the name “Office of the Solicitor” would no longer be 
appropriate to the staff service functions performed. Therefore, the 
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name should be changed to “Legal Department,” and in keeping with 
this recommendation the title “Solicitor” should be changed to “Gen- 
eral Counsel.” Other organization titles, as necessary, should be 
changed accordingly. 


Reduce to a minimum the office management functions performed 

by the Kxecutive Office 

The Executive Office, at the present time, performs a variety of office 
management functions for the Office of the Solicitor, such as mail dis- 
tribution and collection, maintenance of files and office records, han- 
dling of travel funds and equipment and supplies, and maintenance of 
messenger service. 

Office services, with the exception of those requiring on-the-spot 
attention, such as reference files and maintenance of leave records, 
should be transferred to the Office Management Service in the Admin- 
istrative Services Department, discussed later in this volume. 


a R. lieve Le gal Nervice (Ge ne ral) from re view of matters of minor 
importance } 

Legal Service (General) is principally concerned with interpreta- 
tion of legislation and legal review of regulations, administrative issues 
and chief attorney’s opinions on matters other than gu: irdianship and 
loan guaranty. It per forms an important function of insur ing agency- 
wide uniformity of interpretation of and compliance with laws, rules, 
and regulations pertaining to Veterans Administration operation. 

issentially Legal Service (General) is operating in a staff capacity, 
as it should. However, because the Solicitor has assumed supervision 
over chief attorneys in the field, many general legal matters of minor 
importance are referred to this service for legal review. This wastes 
time and costs money 

Greater reliance should be placed on chief attorneys. Routine mat- 
ters and matters of minor importance should, in the future, be reviewed 
by the legal counsel of the Veterans Service Department. Only mat- 
ters involving basic policy or of importance to the Administrator or 
those where differences of opinion exist should be referred to Legal 
Service (General) for review. This will permit Legal Service (Gen- 
eral) to concentrate on more important agency-wide legal questions 
to the benefit of the entire operation. 


Emphasize the responsibility of Legal Service (Litigation) for 
advice and assistance in court proceedings 

Legal Service (Litigation) provides a single point of liaison between 
the Veterans Administration and the Dep: irtment of Justice. It also 
provides a single point of reference regarding court proceedings of 
all Veterans Administration legal activities. Legal Service (Litiga- 
tion) insures that the position of the Veterans Administration is prop- 
erly represented in court actions. 


Transfer operation of the guardianship program to the Veterans 
Service De partment : 

Legal Service (Guardianship) performs two different ty pes of func- 
tions. It interprets legislation and regulations pertaining to the guard- 
ianship program and reviews chief attorneys’ opinions in connection 
therewith. It also directs the operation of the guardianship program 
through supervisions of the chief attorneys in the field, who in turn 
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supervise practicing attorneys and field examiners engaged in guard- 
ianship activities and resulting court actions. 

This latter function of directing field activities should be trans- 
ferred to the Veterans Service Department, which, under the basic 
plan of organization recommended, is responsible for contacts with 
veterans and for provision of administrative services (including gen- 
eral legal service) to other programs located in the same physical 
facilities. 

Chief attorneys should report to the Assistant Administrator of 
the Veterans Service Department through the managers of veterans 
service centers. In turn, they should continue to direct and supervise 
practicing attorneys and field examiners in guardianship work and to 
handle general legal work. In these respects their positions and fune- 
tions will remain unchanged. Only their reporting relationship will 
be altered. They will receive administrative direction from the man- 
ager of the center and technical guidance from the legal counsel of 
the Veterans Service Department. 

The Legal Service (Guardianship) should be retained as part of 
the Legal Department, but its functions should be only those staff 
functions of final review and interpretation of legislation and regula- 
tions, of counsel and guidance on guardianship matters, of establish- 
ment of basic legal policies governing the guardianship program, and 
of review of gu: ardis inship programs ‘and pl: ins and appraisal of their 
results for the Administrator. 


Transfer Legal Service (Loan Guaranty) to the Loan Guaranty 
Department 


Administration of the loan-guaranty program, because of its deal- 
ings in real estate in every State of the country and its Territories, is 
involved in more spec ialized legal problems than is any other program 
of the agency. Many of the administrative actions are, in effect, legal 
actions with respect to property easements, foreclosures, mortgage 
clauses, and the like. It is essential, therefore, that a very close rela- 
tionship exist between the legal experts and those responsible for 
administering the program. 

_ Legal Service (Loan Guaranty) performs legal functions for the 

ean Guaranty Service of Finance including interpretation of law 
ete much of the litigation. Legal Service (Loan Guaranty) works 
closely with the Loan Guaranty Service, submitting many opinions 
for review prior to release. Loan-guaranty attorneys in the field work 
even more closely with loan-guaranty divisions. 

It should be noted that the cooperation and coordination between 
these groups have been excellent and have resulted in legal opinions 
which are as easy to administer as possible. However, this has re- 
quired establishment of a legal staff in loan guaranty to work with 
the attorneys, and the coordination has existed on a cooperative basis 
requir ing working across organization lines of authority. 

To simplify the coordination at central office and ‘to improve a 
rather cumbersome relationship with loan-guaranty divisions m the 
field, it is recommended that Legal Service (Loan Guaranty) be trans- 
ferred to the Loan Guaranty Department. ‘This Service should absorb 
the legal staff which is now a part of the Director’s office in the present 
Loan Guaranty Service. 
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The Legal Service should operate in the same manner as it does 
currently. It should counsel with the Assistant Administrator on 
legal aspects of the program. 1t should review regulations, technical 
bulletins, and other issues to assure legality of instructions, review 
and revise opinions submitted by loan-guar: aunty attorneys in the field, 
prepare opinions not based on prec edent for approval of the General 
Counsel and work closely with the General Counsel on all matters of 
law and regulatory decisions affecting the program. It should pro- 
vide functional direction to the loan- guaranty attorneys in field sta- 
tions to assure uniformity of the legal aspects of the program in the 
field. 

IV. BENEFITS 


Recommended changes proposed in the previous chapter are in- 
tended to relieve the Solicitor of all operating responsibilities and to 
provide the assistant administrators for the various programs with 
the legal talent required to operate effectively. These recommenda- 
tions are further intended to strengthen the position of the staff 
functions of the Solicitor as legal adviser to the Administrator and 
the final legal authority of Veterans Administration. 

The present operation of the Office of the Solicitor is characterized 
by tight and highly centralized control which places little reliance 
upon field staff and allows little exercise of judgment on legal matters 
outside of the Solicitor’s Office. Asa result there is a constant flow of 
detailed reports called chief attorneys’ opinions from the field into 
central office. There are legal employees in the field whose principal 
function is the preparation “of such opinions, frequently after action 
has been taken. The great majority are of a routine nature and are 
prepared merely to comply with procedural regulations established 
by the Solicitor. 

This operation is expensive. It involves much duplication of effort 
without improving results. 

The proposed plan of organization and operation provides for closer 
integration of essential legal functions with the technical and admin- 
istrative activities of the programs. This will facilitate these 
oper ations. 

The proposed plan will eliminate much of the routine matter that is 
now flowing into central office. It will build the stature of the legal 
positions and the legal personnel in the field. 

The plan of organization recommended recognizes the staff fune- 
tions of the Solicitor and places him in a position to devote greater 
attention to these important functions. He retains the final authority 
over interpretations of legislation and over determination of the legal 
limitations within which Veterans Administration operates. He es- 
tablishes the legal policies throughout the agency. Thus he is in a 
position to advise and protect the Administrator on legal matters 
without detailed review of every legal decision made and action taken 
in the field. 

Finally, the proposed plan will enable the legal functions required 
throughout Veterans Administration to be performed more eco- 
nomically. 
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Parr IX. BuneGer Service AND THE FINANCE OFFICE 
I. BACKGROUND 


In accordance with the top management recommendation to com- 
bine the budget and finance functions of the agency, the organization 
and operation of these functions as presently constituted and as pro- 
posed under the new plan are discussed in this section. 

Veterans Administration budget and finance functions originate 
from the Budget and Accounting Act of 1921. When the Veterans 
Bureau was established in that year, a finance division under an as- 
sistant director was a part of the original organization. All budgeting 
was the responsibility of the budget officer, a staff assistant in the Office 
of the Director of the Veterans Bureau. 

From the beginning, there was a tendency to decentralize disbursing 
and accounting activities. In consequence, the need for centralized 
accounting controls soon became apparent. In 1923, responsibility 
for allotment of funds to the various activities was assigned to the 
budget officer, and provision was made for the maintenance of allot- 
ment and financial control records and reports. In 1925, a separate 
Budget Division, referred to later in this section, was established. 

Finance Service continued to expand under the stimulus of the 
World War Adjusted Compensation Act as approved in 1924 as 
amended. When the Veterans Administration replaced the Veterans 
Bureau in 1930, the Finance Service became the Office of Finance and 
Tnsurance under an assistant administrator. Thus, insurance collec- 
tions and the maintenance of premium records became a part of finance 
activities. This union of finance and insurance continued until the 
reorganization of Veterans Administration in 1945. Increased insur- 
ance activities under this act caused the premium accounting, certifi- 
cate issue, and certain actuarial operations to be transferred to New 
York City and set up as the New York branch of central office, which 
later became the Office of Insurance. 

Passage of the Servicemen’s Readjustment Act in 1944, providing 
for loan guaranty and readjustment allowance benefits to veterans, 
again caused rapid expansion in Veterans Administration finance 
activities. To accommodate this expansion, the Loan Guaranty 
Service and the Re: adjustment Allowance Service were established as 
parts of the Office of Finance. 

During the same period the Budget Service underwent a similar 
development. Functions of the budget officer were established as a 
Budget Division in the Coordination Service of the Veterans Bureau 
in 1925. 

When the Veterans Administration was formed in 1930, these fune- 
tions again became the responsibility of a budget officer reporting 
directly to the executive assistant to the Administrator. For a short 
period from 1946 to 1947, as the Budget and Planning Service, the 
budget function was a part of the Office of Coordination and Plan- 
ning. Finally, in 1947, the present Budget Service was established as 
2 part of the Deputy Administrator’s office. 

Budget and financial functions of all Federal agencies are based 
— the Budget and Accounting Act of 1921, as amended. This act 

ives wide powers to the Bureau of the Budget — budget 


prepara- 
tion of all governmental agencies and to the General 


Accounting 


tT a sae 








om- 
tion 
pro- 


ate 
‘ans 

as- 
ting 


fice 


sing 
ized 
lity 
the 
lot- 
rate 
be 

the 
} as 
rans 
and 
llec- 
ince 
the 
sur- 
tifi- 
New 
hich 


ling 
ans, 
ince 
inty 
das 


ilar 
AS a 
‘eau 


ine- 
ng 
iort 
the 
lan- 
das 


ised 

act 
ira- 
ing 




























































MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 323 





Office over accounting systems and the propriety of payments. In 
1950, the Bureau of the Budget and the Treasury Department jointly 
issued a revised Budget- Treasury Regulation No. 1 which was de- 
veloped as part of the | joint accounting | program, in which the Bureau 
of the Budget, the Treasury Department, and the General Account- 
ing Office participated. 

This issue establishes the basic budgeting and accounting structure 
for the agencies and the system of apportionment of funds, the finan- 
cial reports required, and the chart of accounts to be used by the 
agencies. 

There are numerous laws, Executive orders, regulations, and pro- 
cedures governing the daily operations of finance, particularly in 
regard to auditing and certifying vouchers for payment. There is 
scarcely an area of agency budgeting or financial accounting that is 
not subject to numerous restrictions within the limitations ef which 
these activities must be conducted. 

The following chapter discusses the manner in which Veterans 
Administration is organized to assure compliance with the regula- 
tions by which it is bound. 





Il. PRESENT ORGANIZATION 


The present organization of the functions being combined in the new 
Budget and Finance Department is described in detail in this chapter. 


1. Finance 


The finance function in the Veterans Administration includes the 
payment of veterans’ benefits, the payment of payrolls and other costs 
of administration, the maintenance of accounting records of these 
transactions and of the funds under agency jurisidiction, and the prep- 
aration of financial reports. These activities are carried out in hos- 
pitals, in regional and district offices, and in the central office. The 
policies and procedures governing these operations in the field are 
developed and controlled at central office. In addition, the loan guar- 
anty program and the readjustment allowance program are admin- 
istered in central office. 

It is with the central office operations that this chapter is concerned. 
The present plan of organization of finance is shown as exhibit XIII. 
It is headed by an Assistant Administrator who is responsible to the 
Administrator through the Deputy Administrator. Reporting to him 
are an executive assistant and five service directors—Finance Manage- 
ment, Control Accounts, Payees Accounts, Loan Guaranty, and Read 
justment Allowance. 

(1) Finance Management Service —The Finance Management 
Service is informally divided into a management-reports group, four 
methods and procedures groups, and a field-audit group. The entire 
Service contains 100 people, and its informal structure is established 
so as to permit flexibility in the assignment of personnel to meet 
fluctuating workloads. 

This Service formulates accounting policy, procedures, and pro- 
grams for the use of the entire agency, interprets the regulations of 
outside agencies affecting the finance operations of Veterans Admin- 
istration and issues directives and instructions governing field opera- 









s314> 4 
IStAID - A i 
SAN are 4 — 
02>v< ~ Aavi ¥ SIA $ 
NVS9L9A id )3$¥ 2930 wHAIG SANNODIY 
JAILVSASINIWGY 


ANVASISSY JALIND axa 
way 


1%61 aung 
AINVNIA 
VONEZIURAIO JO ueTg Jas Id 
SOLVAELSINIMOY AL dia 


1OTAMAS AAVLS 
SOLVSLSINIWNOY 


LSININGY SNVHALIA 


NOLLY 


IlIX larmxg 


Z 
~ 
a 
4 
=< 
a 
—_ 
_ 
ti 
_ 
, 

_ 
+ 
a“ 
2 
< 
DN 
. 

4 
< 
re 
=_ 
= 
ya 
fa) 
- 
~ 
~ 
— 
a 
& 
- 
a~ 
~ 
. 

_ 
P 
— 
Z 
& 
_ 
ce 
By 
oO 
< 
Z, 
< 
eG 


324 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 325 


tions. It carries on an internal-audit program at field stations to 
assure policy and procedural compliance. 

It acts for the Assistant Administrator for Finance in obtaining 
required cooperation of other units of the agency in the routine matters 
and provides for him administrative guidance in the direction of 
finance operations. 

The work-measurement program for finance activities is developed 
by this Service, which also trains field finance employees. It studies, 
develops, compiles, and analyzes fiscal statistical and control reports 
of the entire agency. 

(2) Control Accounts Service-—The Control Accounts Service, 
comprised of .272 positions, is engaged in general accounting and 
financial reporting for the entire agency, including budget eens 
for the central office activities. As shown in exhibit XIII, it is or- 
ganized into three divisions, each headed by a chief: Tacawintion 
and Fund Control, Accounting and Reports, and Readjustment Ac- 
count Control. 

The Appropriation and Fund Control Division authorizes the ad- 
vance and transfer of funds by the Treasury Department to meet 
current operating requirements. It maintains, consolidates, analyzes, 
and reconciles fiscal and allotment control accounts and maintains 
central office, foreign and insular allotment accounts. It prepares 
statements of the status of appropriations and allotments and main- 
tains individual accounts for funds due incompetent beneficiaries and 
for proceeds of withheld foreign checks. It reconciles and settles 
General Accounting Office disallowances pertaining to agency-wide 
fiscal transactions. 

The Accounting and Reports Division provides stenographic and 
typimg service to finance personnel, and tabulating service for the con- 
solidation and preparation of fiscal statistical and control reports. It 
approves, records, and forwards to the Treasury Department surety 
bonds required of Veterans Administration employees. It handles 
the transactions resulting from the Adjusted Compensation Act and 
maintains individual records, issues reports, and retains custody of 
certificates and notes for unliquidated loan amounts resulting from 
this act. 

The Readjustment Account Control Division, located in New York 
City, maintains individual veterans’ accounts of entitlement to loan 
guaranty benefits to prevent issuance of certificates beyond individual 
eligibility. 

(3) Payees Accounts Service —The Payees Accounts Service, con- 
taining 570 positions, pays benefit and administrative accounts of cen- 
tral office, clears doubtful payments for the entire agency with the 
General Accounting Office and performs a series of unrelated functions 
incident to finance operations. As shown in exhibit XIII, the Serv- 
ice is made up of five divisions, each headed by a chief: Administrative 
Accounts, Employees Accounts, Dec eased Benefici lary Accounts, 
Dependents Accounts, and Veterans Accounts. 

The Administrative Accounts Division audits and certifies vouchers 
for all payments under the jurisdiction of central office other than 
those for personal services and for benefit payments to individuals. 
It handles vouchers for both the collection and the payment of claims 
covering medical services involving other Government departments 
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and allied nations. It processes the certifying authority with neces- 
sary signature cards and submits them to the | Treasury Department. 
It assembles and transmits data to relieve exceptions taken by the Gen- 
eral Accounting Office and assembles data for the preparation of bills 
for submission to Congress for relief of the indebtedness of certifying 
officers. 

The Employees Accounts Division processes the central office pay- 
roll and maintains the necessary payroll records. It prepares and 
audits claims for salary payments due the estates of deceased employ- 
ees of the agency and prepares the annual summary of retirement 
deductions for Veterans Administration for submission to the Civil 
Service Commission. 

The Deceased Beneficiary Accounts Division maintains award ac- 
counts for deceased beneficiaries for benefits unpaid at date of death 
and for funds due incompetent beneficiaries and determines sufficiency 
of evidence in connection with claims on all asset checks. It main- 
tains the general post fund and determines disposition of personal 
effects of veterans under central office jurisdiction who die while under 
Veterans Administration care. It adjudicates claims of creditors 
or heirs against estates of deceased veterans for funds deposited to 
the general post fund. It also maintains dictating-machine transcrib- 
ing service for the Payees Accounts Service. 

The De pendents Accounts Division maintains individual award 
accounts and certifies payments to dependents of deceased veterans 
under central office jurisdiction. 

The Veterans Accounts Division maintains individual payee ac- 
counts and certifies payment of benefits to living veterans under juris- 
diction of central office. For control purpeses and to prevent 
duplication of payments, it maintains the centralized card-index file 
for all classes of periodic payments made by Veterans Administration. 

These last three divisions also perform several similar functions, 
each for its own class of beneficiary. They suomit briefs of overpay- 
ments to the Central Committee on Waivers and Forfeitures and make 
final settlements. They submit statements of uncollectible indebted- 
ness to the General Accounting Office, they develop and adjust cases 
involving fraud and forfeiture of benefits, they assemble data for 
relief of exceptions taken by the General Accounting Office, and they 
prepare certified statements under the seal of Veterans Administration 
for use by the Department of Justice in litigation cases. All of these 
functions are performed for the entire agency. 

(4) Loan G uaranty Service —The present plan of organization of 
the Loan Guaranty Service is discussed in detail in volume TX. Since 
it will not be included in the organization plan of the new Budget and 
Finance Department, it is not discussed further in this volume. 

(5) Readjustment Allowance Service—The Readjustment Allow- 
ance Service administers the readjustment allowance program, which 
provides for . ‘nefits to veterans who are unemployed, limited to $20 
per week for 52 weeks. This program is operated through the employ- 
ment security agencies of the States under contract with Veterans Ad- 
ministration. These agencies receive claims, determine settlements, 
and make payments. 

The Service at central office interprets applicable laws, develops 
policies and procedures governing the operations in the field, main- 
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tains liaison with the administering agencies through readjustment 
allowance agents located in the field, audits the program oper rations, 
develops contracts with the agencies involved, maintains control rec- 
ords, and prepares reports of progress and accomplishment. 

Because of the approaching deadline to the provision of benefits 
and because of the low volume of work, the central office organization 
comprises a single division encompassing all employees in the Service. 

In accor dance with top-management recommendations which trans- 
fer this Service to the Vocational Rehabilitation and Education Pro- 
gram Department, further discussion of this activity is contained in 
volume VIII of this report. 
2g. Budge t Sérvice 

The Budget Service is primarily a budget estimate and control oper- 
ation, completely divorced from the accounting function. It is re- 
sponsible for establishing budget policies and procedures and for col- 
lecting, reviewing, evaluating, ~and consolidating budget estimates re- 
ceived from central office and the field stations. It is responsible for 
the necessary liaison with the Bureau of the Budget and Congress in 
connection with the presentation of the budget estimates as a basis for 
obtaining appropriations of funds. Thereafter, it is responsible for 
allotment of funds to central office and field stations and for preven- 
tion of overobligation of allotments and control of expenditures to 
insure the effective use of available funds. It also engages in special 
cost studies to determine where reductions in expenses may be obtained 
with consequent reductions of budgets. 

The Budget Service Director reports to the Administrator through 


the Deputy Administrator, as shown by exhibit XIV. He has re- 


prensa to him through his assistant three divisions directed by chiefs: 
stimates, Appropriation Control, and Reports and Analysis. 


ExnHisit XIV 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Present Plan of Organization 


BUDGET SERVICE 
June 1951 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


BUDGET SERVICE 
DIRECTOR 
ASSISTANT DIRECTOR 


APPROPRIATION REPORTS AND ESTMATES 
CONTROL DIVISION ANAL YSIS DIVISION DIVISION 
CHIEF CHIEF CmeEF 
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(1) Estimates Division—The Estimates Division is responsible for 
the consolidation and preparation of annual budget estimates and 
quarterly apportionments for the agency. 

It prepares annual budget estimate instructions and work sheets, 
which are distributed to all central office activities and field stations, 
and insures that all budget estimates are received by the Budget Serv- 
ice. It consolidates these budget estimates by activities and, in co- 
operation with Veterans Administration executives concerned, ad- 
justs and coordinates these estimates to achieve a desired total Vet- 
erans Administration budget estimate. 

When budget estimates are presented to the Bureau of the Budget, 
the Estimates Division assists the executives concerned to justify their 
estimated requirements for funds and makes adjustments to the origi- 
nal estimates to meet Bureau of the Budget requirements. It assists 
the Bureau of the Budget in preparing the final Veterans Adminis- 
tration budget for submission to Congress by the President. 

After passage of each appropriation act by Congress, the Esti- 
mates Division prepares quarterly estimates for each appropriation 
and requests quarterly apportionments of funds from the Bureau 
of the Budget to meet Veterans Administration operating and benefit 
requirements. 

This Division maintains constant liaison with the members of the 
Bureau of the Budget concerned with the Veterans Administration 
budget. In this way the effect on the agency of Government-wide 
fiscal policies and forecasts is known and incorporated into the budget 
work of Veterans Administration. 


(2) Appropriation Control Division —The Appropriation Control 


Division is responsible for the allotment of funds to central office 
units and to field stations in accordance with the apportionment of 
funds made by the Bureau of the Budget, and within the limitations 
established by Congress, the Bureau of the Budget, and the Adminis- 
trator. It prepares and forwards advices of allotments to the many 
units of the agency and maintains records to assure that expendi- 
tures do not exceed the funds available and the established limita- 
tions. Requests from the field for increases in funds or their transfer 
between allotments are reviewed and approved by this Division. 


(3) Reports and Analysis Division—The Reports and Analysis 
Division reviews fiscal statements from the various units of the agency 
and notifies them if there appears to be danger of overobligation or 
overexpenditure. It prepares summary statements of funds obli- 
gated and expended for the entire agency. This Division also makes 
special fiscal studies to be used as a long-term means of reducing 
expenditures. 

The preceding paragraphs have described the present plan of or- 
ganization of the central office functions which are included in the 
establishment of the proposed Budget and Finance Department. The 
next chapter presents a series of recommendations designed to estab- 
lish and define the responsibilities of this proposed Department and 
its relationship to the other units of the Veterans Administration. 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 329 


aan 


Ill, RECOMMENDED PLAN OF ORGANIZATION 


The proposed plan of organization for the budgetary, financial, and 
top fiscal control functions of the Veterans Administration is based 
on a philosophy of management which encompasses three major prin- 
ciples: (1) The clear segregation of staff and operating authority and 
responsibility, (2) the separation of planning and policy considera- 
tions from daily operating activities, and (3) the combination, under 
single direction, of functions which are similar in nature. 

In general terms the following recommendations propose to elimi- 
nate operating responsibility from the new Budget and Finance 
Department by transferring substantive program administration else- 
where and by placing basic responsibility for budgetary control and 
financial operations on program departments; to transfer the daily 
central office accounting functions to a central office management serv- 
ice, leaving top policy planning and agency-wide controls in the new 
Budget and Finance Department; and to combine budget and finance 
functions to obtain single direction of all financial staff functions 
which complement and support one another. 

The following recommendations establish the proposed plan of 
organization and distribute elsewhere those activities which are now 
contained in the organizational units involved but which are not re- 
tained in the proposed plan. 

1. Establish a Budget and Finance Department as a major staff unit of 
the top organization structure 

The proposed plan of organization, shown as exhibit XV, provides 


S 7 
for a Budget and Finance Department under the direction of a Con- 


troller who reports directly to the Deputy Administrator and through 
him to the Administrator. As Controller, he is the budget officer of 
Veterans Administration. His principal responsibilities are indicated 
in exhibit XV-1, following exhibit XV. 


EXxXurBIT XV 


VETERANS ADMINISTRATION 
ADMINISTRATOR STAFF SERVICES 
DEPUTY ADMINISTRATOR Proposed Plan of Organization 


BUDGET AND FINANCE DEPARTMENT 


April 1952 


SUDGET AND FINANCE 
OEPARTMENT 
CONTROLLER 

ASSISTANT CONTROLLER 


POLICY AKO REPORTS AND 
BUDGE T SERVICE Ory vic 
orrecTor > To PLANNING SERVICE STATISTICS SERVICE 
< > DIRECTOR OIRECTOR 
ESTIMATES APPROPRIATION METHODS AND CONTROL ACCOUNTS ADMINISTRATIVE 
POLICY DIVISION r 
OlvisiON CONTROL DIVISION STANDARDS DIVISION DIVISION ACCOUNTING OFVISION 
wer CHIEF Cmier CHIEF CHIEF cer 


As chief executive of this department, the Controller interprets 
regulations, decisions, and directives issued by the Treasury Depart- 
ment, the General Accounting Office, and the Bureau of the Budget for 
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the Administrator and the program departments and other staff serv- 
ices. He develops policies, plans, and procedures concerned with 
budgetary, accounting, and control operations for uniform application 
throughout the agency and counsels other key executives in their appli- 
cation. He serves as the principal point of contact and liaison with 
other Government agencies on fiscal matters. He maintains agency- 
wide accounts and controls over the distribution and use of appro- 
priated funds and processes administrative accounting matters having 
agency-wide significance. He consolidates the budget for the agency 
and assists key executives to present and justify their budgets before 
reviewing bodies of the Government. Finally, he carries on a com- 
prehensive program of internal audit of fiscal operations in the agency. 


Exurisit X V—-1.—VETERANS ADMINISTRATION STAFF SERVICES, BUDGET AND FINANCE 
DEPARTMENT 


PROPOSED PLAN OF ORGANIZATION, APRIL 1952-——-RESPONSIBILITIES OF THE CONTROLLER 


1. Interpret, for the Administrator and staff and operating heads, laws, regu- 
lations, decisions, and directions of other governmental bodies concerned with 
budgetary and financial matters. 

2. Formulate and recommend policies, plans, and procedures for uniform agency- 
wide application relating to fiscal and budgetary activities. 

3. Review, analyze, and consolidate agency budgets, and participate in hear- 
ings before outside reviewing bodies. 

4. Establish with proper approval the basic fiscal system of the agency. 

5. Maintain the general financial books of the agency, and establish agency- 
wide controls over expenditures. 

6. Perform financial audits of all fiscal activities in the agency, and provide 
technical advice and assistance as required. 

7. Establish basic report structure for top management use, and review and 
control all reports subject to the Federal Reports Act. 

8S. Maintain close liaison with the Treasury Department, the General Account- 
ing Office, and the Bureau of the Budget, and serve as the principal point of con- 
tact with them. 

9. Prepare special studies of fiscal and budgetary matters as requested or as 
determined necessary. 

10. Cooperate fully with other executives in coordinating operations, in solving 
mutual problems, in complying with established rules, regulations, and procedures, 
and in providing service essential to their operations. 

11. Keep informed of technical, professional, and administrative develop- 
ments in fields related to budgetary and fiscal functions, and maintain good rela- 
tions with outside interested groups. 


The proposed plan provides for an assistant controller and five serv- 
ice directors reporting through the Assistant to the Controller. These 
five services are: Budget, Audit, Policy and Planning, Reports and 
Statistics, and Accounting. 

The Assistant Controller is provided in order to supply continuing 
direction of the department during the frequent intervals when the 
Controller will be occupied outside ‘the agency and otherwise be away 
from his desk. In addition, he will maintain liaison with Central 
Office Management Service in connection with administrative services 
for the department such as personnel administration, supply and ar- 
rangements for space and office services. 


. Reconstitute a Budget Service from the Estimates and Appropria- 
tion Control Divisions of the present Budget Service 


The proposed plan of organization provides for a Budget Service 
headed by a director reporting to the Assistant Controller and through 
him to the Controller. This Director should be known as the assistant 
budget officer of Veterans Administration. 
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The Budget Service should be responsible for the preparation of 
the agency budget for the Administrator. It should provide liaison 
between the agency and the Bureau of the Budget in preparing and 
presenting the budget to reviewing agencies. It “should guide the de- 
partments and services in the preparation of their budgets and should 
control the allotment and transfer of funds within the agency. These 
functions should be performed in two divisions, the chiefs of which 
should report directly to the Service Director. 

(1) The Estimates Division should be responsible for preparation 
of the annual and quarterly agency-wide budgets. This should entail 
the development of plans and procedures for the preparation of 
budgets by the program departments and the staff services; the review, 
analysis, and consolidation of these budget submissions; assistance 
in the presentation and justification of the budgets to the Bureau of 
the Budget and to Appropriations Committees of Congress; and the 
preparation of requests for apportionment of funds. 

(2) The Appropriation Control Division should be responsible for 
the allocation and allotment of funds, in accordance with established 
limitations, to the program departments and staff services. It should 
review and approve requests for the transfer of funds among allot- 
ments and should prepare the necessary documents for effectuating 
the changes. This Division should make use of the control records 
and fiseal data maintained by the Accounting Division with respect 
to allotments, obligations, and expenditures. 


> 


3. Establish an audit service 


The proposed plan of organization provides for an audit service 
under direction of a director reporting directly to the Assistant Con- 
troller and through him to the Controller. This Service comprises 
the field audit group which currently is part of the Finance Manage- 
ment Service of Finance. It should be responsible for making trans- 
action and verification audits of all finance activities of Veterans Ad- 
ministration. These audits should be directed toward determination 
of the propriety of financial transactions, and assurance that these 
transactions are in compliance with agency-wide policies and proce- 
dures designed to effect sound accounting control, and with laws and 
regulations under which the agency is required to operate. The broad 
objec tive of these audits should be to protect. the use of Government 
funds. This Service should work closely with its counterpart in the 
General Accounting Office to coordinate their respective efforts in 
accomplishing this objective. 


j. Establish a policy and planning service 


The proposed plan provides for a policy and planning service headed 
by a director reporting directly to the Assistant Controller and 
through him to the Controller.’ This Service should comprise the 
present Finance Management Service with the exception of the audit 
function and should include establishment of budget policies and 
special fiscal studies now performed by the Budget Service. 

The Policy and Planning Service should be responsible for inter- 
pretation of laws and regulations affecting budget and finance activ- 
ities of the agency and for formulation of agency-wide policies and 
procedures to assure adequate control of Government funds. These 
functions should be performed by two divisions. 


25 » 79 
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(1) The Policy Division should review and analyze laws and regu- 
lations of other agencies as they affect Veterans Administration and 
should interpret them for the program departments and staff services 
through preparation. and distribution of directives and other issues. 
It should formulate internal policies having agency-wide application 
in terms of fiscal control and budgetary plans and limitations. It 
should develop the basic accounting principles for the agency and 
work closely with the operating budget and finance officers of the 
agency to assure understanding and applicability to their operations. 

2) The Methods and Standards Division should be responsible 
for the development of methods and procedures to implement. pol- 
icies having agency-wide application and should develop the basic 
accounting structure for the agency. It should provide counsel and 
assistance to program departments and other staff services in the 
solution of accounting problems and in the establishment of sound 
accounting techniques. It should promote with program departments 
the development of work measurement and performance standards 
to improve budget and finance operations. It should serve as a clear- 
inghouse for improved methods and procedures adopted in field sta- 
tions to assure their application elsewhere in Veterans Administration 
wherever practical. It should prepare special studies on budgetary 
and finance activities as requested. It should maintain close relations 
en fiscal matters with its counterpart operation in the General Ac- 
counting Office, and with the Treasury Department. 

5. Establish a Reports and Statistics Service 

The proposed plan of organization provides for a Reports and 
Statistics Service under the direction of a director reporting di- 
rectly to the Assistant Controller and through him to the Controller. 
This Service is assembled by transfer of the reports analysis func- 
tions from the Budget Service and from the Finance Management 
Service, and by transfer of the Research Division of Coordination 
Service, except that it is intended that consolidation of field reports 
be accomplished in each program department. 

The Reports and Statistics Service should be responsible for the 
top management of financial-report structure of the agency, includ- 
ing those financial reports required by outside agencies and those sub- 
ject to the Federal Reports Act. This should include the develop- 
ment of financial-information needs at the top-management level, and 
the design of reports and their integration with the reporting struc- 
tures of each program department and each staff service. The Service 
should review and analyze financial-control reports for top-manage- 
ment use and should gather financial and cost information outside 
Veterans Administration from other Government departments and 
agencies and from commercial and industrial organizations. It should 
work closely with other agencies of the Government to develop sim- 
plified reports consistent with the information needs of these agencies. 
It should counsel and assist other units of the agency on the technical 
aspects of report design and development. 

A substantial portion of the employees in the Research Division 
should be absorbed in program departments and other staff services 
to perform the functions of consolidating field-station statistical re- 
ports, and of preparing top-management reports required by this 
Service. 
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6. Consolidate agency-wide finance activities into an accounting 
service 

The proposed plan of organization provides for an accounting 
service headed by a director reporting directly to the Assistant Con- 
troller and through him to the Controller. This Service encompasses 
those functions dealing with agency-wide financial matters now per- 
formed in the Control Accounts and Payees Accounts Services of 
Finance and the current bookkeeping operations of the Budget 
Service. 

The Accounting Service should be responsible for maintaining 
agency-wide eontrol accounts and for processing administrative ac- 
counting matters for the entire Veterans Administration. These 
activities should be performed by two divisions. 

(1) The Control Accounts Division should maintain control ac- 
counts of amounts appropriated, apportioned, allotted, obligated, 
and expended, including the established limitations by programs. It 
should also maintain general accounts of the agency to control agency- 
wide finances and should prepare consolidated statements of the finan- 
cial conditions of the agency. It should arrange for the advances of 
funds by the Treasury Department for use by the program depart- 
ments and should reconcile the agency’s cash position. It should 
maintain the card index file of payees for all classifications of periodic 
benefit payments to control duplicate payments and overpayments. 

(2) The Administrative Accounting Division should be responsi- 
ble for processing administrative accounting matters having agency- 
wide significance. These comprise a multiplicity of transactions 
carried on principally with outside fiscal agencies, such as clearance of 
exceptions by General Accounting Office to certified payments made, 
submission to General Accounting Office of statements of uncollecti- 
ble indebtedness, recording and handling of surety bonds with the 
Treasury Department, preparation of data under seal of Veterans 
Administration for Department of Justice use in litigation cases, 
rrocessing of signature cards of certifying officers with the Treasury 
Reverand: certifying of vouchers for the collection and payment of 
medical services involving other Government agencies and allied na- 
tions, handling of other agency-wide matters of this nature and ad- 
ministration of records and activities pertaining to the Adjusted 
Compensation Act. 


7. Assign remaining functions of budget and finance as recommended 
below 

The preceding paragraphs have established the proposed plan of or- 
ganization of the Budget and Finance Department. Contained in the 
present units of organization, which have been transferred to the new 
plan, are functions and operations which have been omitted in the 
proposed organization. Disposition of these functions is discussed in 
the following paragraphs. 

(1) Budget Service.—All of the basic functions and operations of 
the Budget Service should be transferred to the Budget and Finance 
Department of the new plan, as previously discussed. However, 
special studies of financial matters relating to specific programs now 
made by the Reports and Analysis Division of this service should be 
made by the respective program departments. 
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Special cost studies involving a single program department should 
be made by the Budget and Finance Service of that department. Any 
studies which involve more than one department and which have sig- 
nificance to the agency as a whole should be made by the Budget 
and Finance Department. 

(2) Finance.—The proposed plan of organization provides for a 
consolidation, under a central office management service, of all oper: 
tions pertaining to central office administration. Among these op- 
erations are those currently performed by Finance for the central 
office, as indicated in the following. 

Control Accounts Service: Maintenance of central office allot- 
ment records, operation of stenographie and typing pool and tabu- 
lating machine service, and preparation of financial statements and 
fiscal reports of central office accounts. 

2. Payees Accounts Service: Voucher auditing for central office 
purchases, travel and transportation, central office payroll activities 
and dictating machine transeribing service. 

The new plan of organization also proposes that substantive pro- 
gram activities carried on in central otice be transferred to field sta- 
tions. This means then that the finance activities in connection with 
them would also be further deomsteattect under program department 
jurisdiction. This involves the following functions: 

1. Control Accounts Service: Consolidation of field station fiscal 
reports. 

2. Payees Accounts Service: Voucher auditing and certification of 
benefit payments and other expenditures in connection with benefit 
programs, maintenance of individual award records and handling of 
financial claims affecting beneficiaries’ accounts. 


The transfer of the foregoing functions and activities as indicated, 
together with the proposed plan of organization of the Budget and 
Finance Department, will properly distribute the functions currently 
contained in the organization units involved. 


IV. BENEFITS OF THE PROPOSED REORGANIZATION 


Adoption of the proposed plan of organization will result in sub- 
stantial benefits to the administration and control of the Veterans 
Administration. 


1. Coordination of interrelated functions is simplified 


sudgets are an essential tool to sound operating control. However, 
control cannot be exercised solely through a budget but requires that 
actual experience be accumulated in a like manner and placed against 
the budget and that the resulting comparison be reported to those who 

can take the necessary corrective action indicated. 

It is essential therefore that budgeting, accounting, and reporting 
be closely coordinated so that their structures are integrated in order 
to provide control data in as effective a manner as possible. Also, any 
change in one of these functions requires adjustments to the others to 
keep the system in balance. 

Under the present plan of organization these relationships are main- 
tained through cooperative effort and through coordination at the 
Deputy Administrator’s level. This places an unnecessary burden on 
the top office and presents a potential danger of ineffective control. 
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Placing these functions under single direction as proposed will 
assure integration of these functions and will relieve the Deputy 
Administrator of the coordinating responsibility. It will also provide 
the Administrator with a single individual in his organization to 
whom he may look for counsel on financial affairs, thereby making it 
unnecessary for him to reconcile two different viewpoints. 


2. Concentration. on agency-wide fiscal policy and planning is 


ENCOUrATD E d 

Determination of policy and the planning of future programs re- 
quire uninterrupted concentration by executives to obtain sound and 
effective results. This condition is very difficult to achieve when the 
pressure of: daily operations requires constant administrative 
attention. 

The transfer of time-consuming daily operations out of the Budget 
and Finance Department will provide more executive time to be 
applied to policy determination and planning, with the result that 
improvement in over-all agency fiscal operations and closer coordina- 
tion of budget and accounting will be facilitated. 


3. A single point of fiscal liaison with other agencies is established 

A single point of contact with such outside agencies as the Bureau 
of the Budget, the General Accounting Office, and the Treasury De- 
partment will provide an orderly channel through which relation- 
ships on financial matters will flow. It will assure that balanced con- 
sideration of fiscal functions is maintained in their relationships and 
will permit the Veterans Administration to attack a financial problem 
asa whole rather than piecemeal through several organizational units. 

Importance of auditing as a control tool is recognized 

Auditing of financial transactions and accounting records and re- 
ports is a principal activity in the protection of Government funds and 
the discouragement of fraud. The importance of this function to the 
agency is rec sognized i in the proposed organization structure by segre- 

gating it from accounting methods and procedural considerations and 
as establishing it as an indepe ndent service of the Budget and Finance 
Department. 

it will provide the controller with a completely independent. ap- 
praisal not only of the handling of finance matters in program depart- 
ments but also of the soundness and applicability of policies developed 
within the service itself. Established separately from other parts 
of the service, auditing will be in a position to provide objective ap- 
praisals of financial work. 

Under the decentralized plan of organization recommended for 
Veterans Administration, this service should prove to be a valuable 
means of control for the Administrator. 

Duplication of functions is eliminated 

Special cost studies are carried on by both Budget Service and 
Finance. Although these studies do not necessarily embrace the same 
subjects, they do require certain skills which are duplicated in the 
two areas 

Likewise, the bookkeeping on allotment control performed in Budget 
Service is duplicated in Control Accounts Service in Finance. In 
fact, the data used to post Budget Service records are prepared by 
Finance. 
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Merging of the two basie functions will provide single direction of 
special cost studies, making better utilization of the skills required, 
and will eliminate maintenance of duplicate allotment control records. 


V. OPERATING RECOMMENDATIONS 


The operating recommendations contained herein concern those 
budget and finance procedures which have agency-wide application. 
Specific recommendations for operating improvement within the limits 
of program responsibility are contained in the volumes pertaining to 
the respective programs. 


1. Simplify some ope rating practice 8, as permitted by the recoin- 
mended plan of organization 


Adoption of the recommended plan of organization will permit 
simplification of some budget and finance operating procedures. 
These changes are discussed in the following paragraphs. 

(1) Consolidate field station budgets at department level_—The 
present practice of sending detailed field station budgets to the 
Budget Service for review and analysis should be discontinued. Un- 
der the proposed plan of organization each field station is directly 
responsible to an Assistant Administrator of an operating depart- 
ment for its entire operations. Therefore, the field station budgets 
should be reviewed and analyzed by the staff of the Assistant Ad- 
ministrator together with assistance as requested by representatives 
of the Budget and Finance Department. This places complete re- 
sponsibility for the resultant budget requests upon the department 
head, as it should be, and at the same time makes available to him the 
specialized technical assistance and guidance from the top budget staf. 
It will eliminate the handling of a mass of detailed data at the top 
staff level. 

(2) Allot field station funds at department level—The allotment 
of appropriated funds to field stations by the Budget Service should 
be discontinued. After an allotment has been made by the Budget 
and Finance Department to a program department, the Assistant Ad- 
ministrator in charge should further allot these funds to the field sta- 
tions under his control in relationship to their indicated needs. 

This will reduce the number of accounts maintained at the top staff 
level but will continue the contro! exercised over field station funds at 
the department level where more intimate knowledge of conditions 
in the field exists. 

(3) 8 implify administrative limitations —At the present time there 
are approximately 180 limitations placed on the expenditure of funds 
by administrative decision. This is caused to a great degree by the 
plan of organization which places several programs under single 
jurisdiction in the field, thus requiring restrictions over expenditures 
to assure that funds are used for the appropriated purpose. This 
requires the maintenance of many accounts to fasidle these limitations 
in budgetary accounting. 

The clear segregation of programs reflected in the proposed plan 
of organization will permit administrative limitations to be reduced 
to the seven programs and the several central office top staff functions. 
Transfer of funds between programs should still require prior ap- 
proval of the Budget and Finance Department. Within a program 
allotment, however, the Assistant Administrator should be permitted 
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to use his funds as he sees fit, subject only to the limitations placed 
on the agency by Congress and the Bureau of the Budget. 

This will permit greater flexibility in field operations so that chang- 
ing requirements can be met easily and quickly by transfer of funds. 
It will simplify the bookkeeping requirements but at the same time 
will maintain control equivalent to that which now is exercised by 
the Budget Service in a more simplified manner, obviating the need 
to submit written requests every quarter for approval to transfer a 
few cents to meet obligations. 

(4) Consolidate field station financial re ports at department leve 7 
The consolidation of financial reports from all field stations, now 
performed by Finance, should be discontinued. This practice of cen- 
tralized consolidation has a bottleneck effect in getting reports pro- 
duced in time to be useful. It also requires multiple sorting to bring 
together figures for similar programs at many field. stations. 

The proposed plan of organization permits simplification of this 
procedure. Each program department has a relatively small number 
of administrative centers in the field. This will permit easy and rapid 
consolidation, possibly by a pegboard system, of financi: al statements 
from the field. The Budget and Finance Department in turn will 
have a comparatively simple task of consolidating statements from 
each department and top staff service to prepare an agency-wide 
report on financial conditions. 

This procedure will provide the department heads with first-hand 
information needed to administer the budgetary control programs for 
the departments and will disperse the consolidation operation so that 
final financial reports can be prepared promptly. 

(5) Revise account coding to reflect realinement of responsibilities 
under proposed plan of organization.—The present coding of accounts 
which provides major program numbers to the staff functions, such as 
finance, supply, and personnel, should be revised to reflect their new 
status in the proposed plan of organization. Each staff function 
which is a supplementary organizational unit under a program depart- 
ment should carry a numerical designation on its accounts indicating 
the program of which it is a part as well as the function which it 
performs. 

In this way the total cost of a program, including the supplementary 
staff functions necessary to its operation, can be determined as well as 
the cost of the function alone. This saline plan will also place 
clearly the responsibility for the expenditures of these classes of func- 
tions performed. 


Revised procedure for impounding unobligated allotments each 
quarter 

The present procedure for impounding unobligated allotments each 
quarter is cumbersome and expensive to administer. Each station at 
the end of a final quarter is required to report to the Budget Service 
by account any allotted funds which are unobligated at that time. 
The Budget Service then sends to each station an advice that the 
funds are withdrawn from its allotment and finally sends it an advice 
of allotment for the ensuing quarter. Thousands of postings in the 
field and in the control records at Central Office are required to refloct: 
this impounding of funds by Budget Service. 

This procedure should be changed and simplified. The allotment 
for the ensuing quarter, for which the budget has been reviewed and 
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approved, should be reduced by the amount of unobligated funds 
remaining at the end of the preceding quarter. Thus through a simple 
mathematical adjustment the desired result of impounding funds is 
obtained but without requiring the posting and balancing of thousands 
of records throughout the agency. The amounts withheld from al- 
lotments requested can then be set up in reserve accounts on the agency- 
wide general accounts to reflect the funds available for future use as 
required. 

This recommendation was placed in effect in connection with the 
allotments for the fourth quarter of fiscal year 1952. 

3. Establish controls over recurring payments to simplify checking 
proce dure 

In checking the payment of recurring amounts in beneficiary and 
employee accounts, “book run” and payroll listings are compared with 
each individual award card and pay card to determine that the check 
amount agrees with the record of the agency. This is done for each 
payment even though the greatest proportion of the accounts re- 
main the same period after period. It is a time-consuming job which 
is costly and not particularly relished by the clerical force making 
the check. 

This procedure should be simplified by requiring each tub clerk 
and each payroll clerk to maintain a dollar control of the amounts 
payable to the accounts over which he has jurisdiction. He would, 
during the period, make adjustments to this control as new accounts 
were established, as amendments to wards in effect were made, and 
as awards were discontinued or transferred to another jurisdiction. 
This control total could then be compared with totals on the “book 
runs” and payroll lists. If found correct, no further checking would 
be required. Award cards which were new or changed during the 
period could be tabbed and checked in entirety with the run the first 
time to see that they were correctly established and thereafter checked 
through the dollar control only. 

Although it is recognized that offsetting errors can exist in a series 
of numbers as large as those contained in a periodic payment, the 
frequency of occurrence of this condition and the end result of its 
happening are such that the calculated risk should be taken and dollar 
controls established to reduce the cost and to simplify a very cumber- 
some procedure. 


j 


f. Supple ment budget re quests with alternate plans of curtailed 
operations for internal Agency USE 

Budget requests prepared currently for presentation to the Bureau 
of the Budget and to Congress are based on the hope that all funds re- 
quested will be approved and appropriated. However, past experi- 
ence shows that both groups make some reductions, although just 
where or how is not known in advance. As a result, each request in- 
cludes everything that is desirable and considered necessary for the 
volume of work anticipated; operations are included with as many 
people as possible under current personnel and budget limitations; 
and little thought is given to the organizational and operational ad- 
justments which might be necessary should all funds requested not 
be ap prove od. 

Consequently, when a reduction in the budget is announced there 
is a scurrying to determine what it means in terms of the programs 
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and of their administration, in order to place the facts before the 
reviewing bodies and to defend the agency’s position. As a result, 
when reductions are required they are made hastily, generally at 
Central Office. In some cases these reductions reflect lack of knowl- 
edge of conditions in the field because of insuflicient time for resub- 
mission of budgets to the field stations. 

To assist in solving these problems, budget requests from the field 
should be suppleme nted with alternate plans of operation in case funds 
are reduced. The amount of reduction planned may vary among pro- 
grams, but a flat 10 percent could be used at the start. 

The benefits to be derived from this budget approach are substan- 
tial. In the first place it would force the field station manager to plan 
in advance those things he can best do without and to plan the admin- 
istrative steps he would of nee essity take to operate under reduced 
funds. It would provide the department head with first-hand infor- 
mation from his responsible field executives of the best way to absorb 
a budget cut from a field pot of view. It would provide Assistant 
Administrators with facts to present in case a reduction is discussed 
during the budget hearings. And finally, when appropriations are 
reduced, it would serve as a basis for making intelligent and well- 
informed reductions to field-station budgets which would be far more 
acceptable to the field and which could be made effective in a much 
more rapid and orderly manner. 

It is envisioned that these supplementary budgets would be used 
only internally in the agency and would be disclosed to reviewing 
bodies only as the need arose. Used in this manner they should not 
in any way detract from the soundness of the basic budget request. 


5. Take initiative to effect transfer oO; , check preparation from the 
Treasury Department to the Veterans Administration 

Under present practice the operations for payment of payrolls and 
beneficiary awards are divided between two responsibilities. The 
Veterans Administration performs all operations except the prepara- 
tion and mailing of the Government checks. These latter two fune- 
tions are performed by disbursing officers under direction and control 
of the Treasury Department. 

This divided responsibility creates costly and cumbersome opera- 
tions. The physical separation of the two parts of the operation and 
the fact that the disbursing officer must schedule Veterans Admin- 
istration work with the work of other agencies that he serves require 
establishment of a cut-off date, which varies from 15 to more than 30 
days, depending on the distance separating the disbursing office from 
the agency station. 

During the period after the cut-off date, all amended awards, new 
awards, and changes of address must be handled as exceptions on an 
individual basis. This requires the preparation of many transmittal 
memoranda and the voiding, canceling, and holding of substantial 
numbers of checks which have been prepared in advance as well as 
the preparation by manual methods of replacement checks and revised 
address slips. These transactions affect between 3 and 5 percent of 
the number of checks prepared each month, or approximately 150,000 
to 250,000 checks. A conservative estimate indicates that ca sittta- 
tion is costing the agency approximately $500,000 annually in addi- 
tional time and materials. 
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The following example . the situation faced by a small regional 
office having 26,800 active award accounts and located 200 miles from 
its disbursing office ‘eisai the problems caused by the present 
arrangement. 

Because of the early cut-off date, incorrect items on the “book run” 
are voided. For the fiscal year 1951 voids at this office numbered 
9,600. This required that Treasury cancel 9,600 checks, that Veterans 
Administration prepare 9,600 adjusting vouchers to set up the correct 
data and that Treasury prepare 9,600 new checks. 

After the “book run” is returned to eee additional changes 
which come through are handled in two ways: (1) If the cheeks have 
not been mailed, Veterans Administration alin Treasury on Form 
1098 to cancel a check. ‘Treasury confirms its cancellation by return- 
ing a copy of 1098. Veterans Administration rushes out an adjusted 
voucher to Treasury, and Treasury prepares a new check and sends it 
to the veteran. This process takes about 15 days to complete, during 
which time the veteran is wondering where his check is. (2) If the 
checks have been sent, Veterans Administration notifies either the 
veteran or his local post office to return the check to Treasury. Treas- 
ury notifies Veterans Administration on Form 1664C that it has a 
returned check. Veterans Administration sends an adjusted voucher 
to Treasury. Treasury prepares a new check and mails it. Veterans 
Administration notifies Treasury on Form 1098 to cancel the original 
check. Treasury confirms the action by returning a copy of Form 
1098 to Veterans Administration. At the station referred to on the 
preceding page, transactions of this type occurred 3,000 times in fiscal 
year 1951. 

Because of the conditions enumerated for this one station, the 
Treasury Department had to duplicate checks 12,600 times and to 
handle 12,600 canceled checks through its own control procedures. In 
addition, 3,000 Form 1098’s were passed between Treasury and Vet- 
erans Administration two times and the copies were filed by both 
principals. Further, 12,600 adjustment vouchers were made out and 
sent to Treasury. These also require filing and the passing back and 
forth of disbursing office voucher numbers. 

The Budget and Finance Department should take the initiative to 
study the present situation in detail and to develop a proposed plan of 
check preparation by the agency, including a w ot documented state- 
ment of savings anticipated. The General Accounting Office and the 
Treasury Department should be asked to cooperate in the analysis to 
obtain concurrence and to work out the procedures for operation and 
control in the proposed plan. 

Even though the cooperation of disbursing officers in handling last- 
minute changes has been excellent in all respects, there will be con- 
siderable advantage to both agencies in changing the present pro- 
cedure. Preparation of checks by the agency should result in net 
savings to the Government as well as in increased service to the vet- 
eran. It should reduce the number of changes requiring individual 
handling because the cut-off dates can be established closer to the final 
payment dates. It should also permit the payroll operations to be 
mechanized in a manner used extensively by private business whereby 
the pay check, the earnings record of the individual, and the payroll 
listing to support the voucher are all produced in one operation. It 
should remove the necessity for passing forms and other paper re- 
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_ between the two agencies, all of which require handling and 
iling effort. 


6. Accelerate the program currently under way to integrate fiscal 
accounting, cost accounting, and property accounting systems. 

The agency has undertaken a program of integrating the fiscal, cost, 
and property accounting systems to provide a better control tool for 
management use. This program should be accelerated so that the ad- 

vantages to be gained may be realized as soon as possible. 

The proposed plan of organization, by clearly segregating program 
responsibility,, should simplify the problem of integration consider- 
ably. Three principal objectives should be kept foremost in mind dur- 
ing development of the plan: 

(1) The number of allotment accounts which require posting of 
both obligations and expenditures should be kept to a minimum con- 
sistent. with limitations placed on the funds by Congress and the 
Bureau of the Budget and with those required for internal control. 

(2) The cost accounts subsidiary to the allotment accounts should 
be maintained on an accrual basis segregated by organizational re- 
sponsibility and the detailed object classification required to identify 
adequately the type of expenditure made. Obligations should not be 
nee to the cost ledger. 

3) The arrangement and maintenance of the cost accounts should 
be ak that management reports could readily be prepared from them. 
Budgets and other measurement data could then be added to indicate 
individual executive performance against predetermined standards for 
management use. 

Incorporation of these three objectives into the final integrated plan 
should simplify the fiscal accounting work substantially by reducing 
the number of posting tr ansactions many times. It should provide 
management at the operating levels with data enabling them to exercise 
better control over operating performance under their jurisdiction. 
It should provide useful experience data for the preparation and justi- 
fication of budget requests as well as serving as a good basis for evalu- 
ating the effect of budget reductions in terms of program activities. 

7. Revise system of financial issues 

In accordance with recommendations presented in volume II, Top 
Management, concerning the revision of agency issues, the financial 
issues should be changed to improve their usefulness and to simplify 
their contents. 

Finance officers at field stations receive a volume of manual infor- 
mation, technical bulletins, and emergency issues concerning policies 
and procedures which are mandatory “and general information which 
may or may not be binding on their actions. Much of this material 
is written in obscure and multiple-syll: able words which tax the powers 
of understanding of well-educated people. 

Most finance officers maintain their own index reference to policies 
and procedures so that they may obtain as fast as possible the issue 
which provides them with the answer they are seeking. Even with 
this individual indexing effort, it requires a prodigious memory to 
find material in the publications. 
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To solve these problems four steps should be taken, as follows: 

(1) Segregate policy statements from procedures and other types 
of information, and issue them in a separate manual. This manual 
should be subdivided numerically into the major functions of finance, 
such as beneficiary accounts, employee accounts, voucher auditing, and 
agent cashiering. Within each subdivision an alphabetical sequence 
should be used to facilitate ready reference. The policies should be 
cross indexed to the procedures which implement them. Each policy 
should carry an identifying code which indicates the source of the 
policy, such as (G) for those established by outside agencies, (A) 
for agency-wide policies, and (P) for those applying to a specific 
program de ee In this manner the source to contact will be 
known if further explanation is required or a suggested change is 
promoted by a field officer. 

(2) Simplify the language of the existing issues so that they will 
be readily understandable by the clerical personnel using them, and 
so that they will be helpful rather than confusing. 

(3) Establish a manual for procedures which separates the manda- 
tory practices required for uniform handling of financial transactions 
in the whole agency from those procedural details that explain how 
to accomplish a desired end result. These latter should be used as 
guides by field officers rather than as binding directives. Clear 
segregation of procedures from policy should permit field officers to 
exercise initiative in developing methods best suited to the local con- 
ditions of physical arrangement, caliber of working force, and other 
factors peculiar to the locality. 

(4) Establish a manual for reports which should contain instruc- 
tions for their preparation, facsimiles of the reports themselves, and 
the frequency and timing of their submission. It should also con- 
tain some indication of the purpose of their preparation. For the 
information of those preparing and submitting reports, each report 
should be indexed by an alphabetical code design: iting the requesting 
agency. 

Because of expedient needs, emergency issues will be necessary in 
all probability. However, any issue of an emergency nature to be 
replaced later by « formal issue should be : assigned an index number 
and code letter so that it can be properly filed pending receipt of 
the replacing issue. It is essential that issues in this category be 
formalized in as short a period as possible to avoid confusion and 
errors in the field. 

S&S. Bene fits 


Budget and accounting work, by its very nature, involves the han- 
dling, recording, and verifying of a mass of detail. Consequently, 
it presents continuous opportunities for simplification. The recom- 
mendations discussed in this chapter point up some of the opper- 
tunities to simplify existing methods and improve service. They 
should not be construed as being all-inclusive, as the survey was not 
a procedures survey. The new Budget and Finance Department will 
find many additional opportunities to reduce the clerical effort of 
financial work. It should place greater emphasis on this phase of 
its program. 

The recommendations discussed in this chapter are basic to work 
simplification in budget and accounting activities. The revision of 
the chart of accounts to integrate budget, accounting, and cost accounts 
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wil] eliminate many postings, much duplicate handling of documents 
and tedious reconciliation of unrelated tabulations. Adapting the 
revised chart of accounts to the proposed organization plan will pro- 
vide operating management with more meaningful figures, which in 
turn should enable management to do a more effective job of admin- 
istration. In addition, there should be considerable reduction in 
clerical costs in both the Veterans Administration and the Treasury 
Department resulting from the integration of check preparation and 
matling with the maintenance of payee records. 

Recommendations for the sient ation of budget procedures should 
result in more realistic and applicable budgets and should eliminate 
hasty decisions which often interfere with sound 
procedures. 

Finally, the greater use of controlled totals should reduce clerical 
costs substantially through elimination of the repetitive handling of 
many details. 

Taken together with the recommended plan of organization, which 
more closely integrates budget and finance work, these recommenda- 
tions should result in greatly improved finance service, more effective 
management of operations, and reduced costs. 


administrative 


Parr X. ADMINISTRATIVE SERVICES 


I. BACKGROUND 


Administrative services, now provided by Contact and Administra- 
tive Services, include a wide variety of functions such as records man- 
agement, publication production, machine accounting and procedures 


and methods development. In volume II of this report, it was recom- 
mended that routine administrative services be consolidated in the 
Administrative Services Department reporting to the Administrator 
through the Deputy Administrator. In this part the present organi- 
zation and operation of administrative services are described and 
recommendations are made for improving them. 

The Assistant Administrator for Contact and Administrative Serv- 
ices has the major responsibility for administrative services through- 
out the Veterans Administration. He administers the Contact Serv- 
ice, Which represents the agency to veterans, their dependents, and 
their beneficiaries. He directs the administrative services, which 
maintain the major Veterans Administration files and records, operate 
a Nation-wide telecommunications system, and publish and issue the 
majority of administrative issues such as instructions, manuals, and 
forms required to operate the agency. 

Officially, MEC—4 describes the mission of the Assistant 


Adminis- 
trator for Contact and Administrative Services as follows: 


Formulates policies, plans, and procedures for the Contact and Administrative 
Services of Veterans Administration ; exercises direct supervision over activities 
under the immediate jurisdiction of the Central Office ; and maintains staff super- 
vision over these activities located in all Veterans Administration installations. 

Administrative service functions now performed by the Office of 
Contact and Administrative Services were the responsibility of the 
Chief Clerk of the Veterans Bureau during the 1920’s. The Chief 
Clerk from the mid-1920’s until 1945 reported to the executive assistant 
to the Administrator, which was the predecessor position to the present 
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Deputy Administrator. Until approximately 1926, these administra- 
tive services comprised mail, custodial, and elevator services. The 
Chief Clerk also had responsibility for the index file, which had been 
maintained in both the Pension Bureau and the Veterans Bureau after 
the Civil War, and for printing and duplicating services. In addi- 
tion, he controlled motor transport, space, building maintenance, office 
machine repair, and Central Office supply and procurement. The 
Chief Clerk performed all of these functions for Central Office only. 
He had no direct connection with or control over field stations. 

Prior to 1926 each benefit or service program in the Veterans Ad- 
ministration could originate and maintain its own general and veter- 
ans’ records. ‘To resolve the conflicts which arose between programs, 
four file subdivisions of the Chief Clerk’s Office were established in 
1926, as follows: 

Field Records 

General Records 

Veterans’ Records (C—Files) 
Insurance Records 

Furnishing information upon request from field offices constituted 
the only working relationship of these subdivisions with the field at 
that time. 

In the middle 1930's, the Chief Clerk’s Division, which had replaced 
the Chief Clerk’s Office, yielded building maintenance and ownership 
functions to the Public Buildings Administration. 

It was not until 1945 that Administrative Services replaced the 
Chief Clerk’s Division. At that time the communications, records, 
and publications functions of the Chief Clerk’s Division were assigned 
to Administrative Services, and central office supply, motor transpor- 
tation, machine repair, carpenter and paint shops, Public Buildings 
Administration liaison and space control were assigned to the Assist- 
ant Administrator for Construction, Supply, and Real Estate. This 
was the situation existing prior to consolidation of Administrative 
Services with the Contact Service. 

Historically, Contact Service has emerged slowly over the years 
out of the normal requirement to meet with and to inform veterans 
concerning veterans’ benefits. Section 22 of the World War Veterans 
Act of 1924 provided that the Administrator appoint employees to 
assist veterans in the filing of claims. This responsibility was recog- 
nized organizationally in 1924 when the Information Cooperation 
Division was established in central office. In February 1929, the Con- 
tact Division replaced the Information Cooperation Division. ‘The 
new division reported to the executive assistant to the Administrator. 
No control of any sort over field activities was exercised by this 
Division. 

To meet the demands of returning World War IT veterans, contact 
representatives were assigned to Army and Navy separation centers 
in 1942. By December 1944, representatives had been assigned to 
hospitals and all Veterans Administration field stations. In May 
1945, the Contact Service was organized as it is today, at which time 
it was given responsibility for technical supervision of field repre- 
sentatives. 

Between 1946 and 1947, Administrative Services and the Contact 
Service were combined into the present Office of the Assistant Admin- 
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istrator for Contact and Administrative Services. This organization 
undertook the function of field supervision in addition to central office 
service. Under this reorganization, the Publications Division became 
the Publications Service, the Records Management Service was estab- 
lished, and the Records Service combined the General Records, Vet- 
erans’ Records, and Record Verification Section. A Planning and 
Supervision Service also was established at this time. This organiza- 
tion is the one which existed on June 30,1951. A later reorgs mization 
of January 3, 1952, is discussed in chapter IL. 

Thus, over a period of years, the administrative and contact services 
performed by the Office of Contact and Administrative Services have 
developed. -Some of these services have developed in response to 
management needs within the Veterans Administration, but others 
have developed according to the requirements of law. 

Legislation affecting administrative services varies widely. Under 
title 44, United States Code, printing activities are subject to direct 
supervision by the Congressional Joint Committee on Printing. Em- 
ployee travel is governed by Public Law 92, Eighty-first Congress, 
establishing per diem payments, and by the General Appropria ition 
Act of 1951, regulating travel to attend conferences, as well as by 
Standard Travel Regula ations issued by the General Accounting Office. 
The National Archives Act, title 18, United States Code, establishes 
record preservation, storage, and disposal policies, and Executive 
Order 9784 requires the establishment of agency records management 
programs. These are but a few of the laws governing administrative 
services. 

Contact Service, on the other hand, is based indirectly upon a series 
of veterans’ laws authorizing the Administrator to delegate to em- 
ployees the authority to “aid claimants in the preparation and presen- 
tation of claims.” These laws are: 

Public Law 47, 67th Congress 

Public Law 242, 68th Congress 
Public Law 844, 74th Congress 
Public Law 346, 78th Congress 

These laws are not as numerous nor are they as specific as the laws 
governing administrative services. 

Administrative services reflect the size and scope of Veterans Ad- 
ministration programs. During the fiscal year 1951, Veterans Admin- 
istration received approximé ately 209,946,098 pieces of mail and dis- 
patched 181,409,307 pieces. More than 4 million teletype messages 
were received and transmitted. 

In total, Contact and Administrative Services employed 3,132 per- 
sons in central office at a payroll cost of $9,493,827 in the fiscal year 
1951. 

The Office of Contact and Administrative Services operates a Rec- 
ords Service Center which receives, stores, and disposes of inactive 
records. In August 1951 this center had custody of 158,308 linear feet 
of such records, and during the fiscal year 1951 the center destroyed 
32,695 linear feet of nonessential records. 

Records Management Service during the same year undertook proj- 
ects to retire nonessential records and to preserve essential ones. The 
service retired 7 million folders to the Records Service Center and 
started the picetlibining of 40 million essential records as a security 
measure. 
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The Publications Service procured and duplicated 5,524 tons of 
forms, form letters, and publications. The service distributed 5,351 
tons of publications for use throughout the Veterans Administration. 

Tabulating services are furnished to all but four central office ac- 
tivities. On December 31, 1951, Contact and Administrative Services 
operated a total of 1,231 pieces of tabulating equipment throughout 
the Veterans Administration at an annual rental cost of $1, 399.615 . 

During the fiscal year 1951 Contact Service alone employed 3,034 
clerical and contact personnel i in central office and field stations. The 
service operated in 681 locations during the peak month of the fiscal 
year, and contact representatives conducted over 1014 million per- 
sonal interviews with veterans and beneficiaries. They helped to pre- 
pare more than 4 million application forms for benefits. 

In the foregoing paragraphs the background of the Office of Con- 
tact and Administrative Services has been discussed. The next chap- 
ter discusses in detail the organization of those parts of the Office of 
Contact and Administrative Services engaged in administrative func- 
tions. 

II. PRESENT ORGANIZATION 


Those functions and organization units of the present organization 
of Contact and Administrative Services and of the Coordination 
Service which it is proposed to transfer to the new Administrative 
Services Department are described in this chapter. 

The office of Contact and Administrative Services consists of 3,327 
approved positions. The central office organization is shown on ex- 
libit XVI, as it existed at January 3, 1952. At that time it included 
five services and a Records Service Center, under the direction of an 
Assistant Administrator and an executive assistant. 

The Assistant Administrator and executive assistant work inter- 
changeably on all administrative matters. Both positions have re- 
sponsibility for working relationships with the Deputy Administrator, 
the Chief Medical Director, the Solicitor, other Assistant Adminis- 
trators and the Chairman of the Board of Veterans Appeals. The 
Assistant Administrator and the executive assistant also spend con- 
siderable time with Congressmen and veterans representatives. They 
direct. central office activities through the service directors, and they 
provide technical supervision of activities in the field through division 
chiefs in the regional and district offices. 

Working directly with the Assistant Administrator and the,execu- 
tive assistant are three special assistants and a publications control 
clerk. The assistants review proposals submitted by the services and 
make special studies for their superiors. One specialist works on 
general management matters, another on procedures and another on 
organization and personnel. 

The organization of the services and the Records Service Center 
is discussed in the followi ing paragraphs. 


Administrative service 


This service, under the supervision of a Director, is responsible for 
the development of policies and procedures governing administrative 
service work at field stations and for the maintenance of outside con- 
tacts with other agencies and with office equipment firms and other 
commercial enterprises to keep informed on the latest developments 
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in equipment and methods adaptable to administrative services. In 
addition, it is responsible for direction of the St. Louis liaison office. 

Much of the work of policy and procedure development is per- 
formed by a group of 27 employees in the Director’s office itself. In 
general, these employees handle matters related to files, mail, travel, 
and general clerical operations. 

In addition to this general group there are two specialized divisions 
under direction of chiefs who report to the Director of the Service. 
The Machine Records and Accounting Division devotes sole attention 
to development of policies and procedures for the application of me- 
chanical equipment to the production and maintenance of records 
throughout Veterans Administration and for the standardization of 
such applications. In this respect the Division maintains frequent 
contacts with many outside commercial and industrial firms. 

The Telecommunications Division performs similar functions with 
respect to electrical communication equipment, including operation of 
10 teletype network control stations throughout the country. 

Also reporting to the Director of the Service is the St. Louis liaison 
officer. This officer maintains liaison with the Army Records Admin- 
istration Center to develop and obtain basic information required for 
veterans’ records in unusual cases. 


Records Management Service 


The Records Management Service is also a staff operation. It de- 
velops policies and procedures concerning the use, storage, mainte- 
nance, and disposal of records. It is under the supervision of a 
Director and is comprised of three divisions, the Appraisal and Sched- 
uling Division and two project divisions. 

Specific functions of the Service are as follows: 

(1) Recommends policies on retirement and disposal of records. 

(2) Recommends filing systems. 

(3) Conducts special studies of records problems. 

(4) Develops records administration training programs. 

(5) Reviews requisitions for records equipme ent. 

(6) Develops standards for utilization of equipment. 

(7) Maintains liaison with the Bureau of the Budget, National 
Archives and National Archives Council on records-management 
policies. 

(8) Exchanges information on records-management matters with 
other Government agencies, veterans’ organizations, and private or- 
ganizations. 

(9) Reviews, interprets or comments upon legislation, executive 
orders, and Veterans Administration regulations in respect to their 
effect on creation, use and disposal of Veterans Administration records. 

Publications Service 

The Publications Service consists of a Director and 499 approved 
positions. Included in this figure are 148 ungraded lithographic 

yosITIONS. 

The Publications Service procures, prints and reproduces and pub- 
lishes material such as administrative orders, technical bulletins, forms, 
manuals, informational pamphlets, and similar publications. 

The Publications Service 1s comprised of the following divisions: 
Publishing Division, Presentation Division, Reproduction Division, 
Distribution Division. 
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The functions of these Divisions are summarized in the following 
paragraphs: 

(1) Publishing Division —The Publishing Division plans, sched- 
ules, controls, and procures printing services. The Division main- 
tains contacts with the Government Printing Office, private printers, 
and the Reproduction Division of Publications Service to follow up on 
printing requisitions. 

Three sections constitute this Division. The Job Printing Section 
receives requisitions for one-page printed material. This Section 
then determines the type requirements and arranges for procurement. 
The Book and Control Section receives, reviews, and schedules for 
production requisitions for manuscripts and booklets, with particular 
responsibility for coordinating lay-out work with the Presentation 
Division. The Editorial Section edits manuscripts and indexes pub- 
lications for both job printing and book work. 

(2) Presentation Division—The Presentation Division prepares 
visual illustrations and presentation material. The Division pro- 
duces art work, motion pictures, exhibits, and displays for the Publi- 
cations Service. 

To perform these functions, the Division is organized into three 
sections. The Graphics Section does statistical drafting for charts 
and graphs, art work and the composition of printed material for 
photo-offset processing. A Motion Picture Section produces film 
ae ntations. A Visual Aids Section produces displays and exhibits. 

) Reproduction Division —The Reproduction Division does all 
duplic ating and printing which Veterans Administration is permitted 
to do under Government printing regulations. It is under the direc- 
tion of a Division Chief. 

Subordinate sections reflect the content and to some extent the flow 
of work and are as follows: 

The Production, Planning and Control Section schedules the 
work flow through the Division. 

2. The Photo Process Section prepares the printing plates. 

The Press Section does the press work. 
The Assembling and Finishing Section binds finished work. 

5. The Maintenance Section keeps equipment in good repair. 

6. The Microfilm Section microfilms records for central office. 

7. The Central Office Plant Section does over-the-counter dupli- 
cating for central office. 

(4) Distribution Division—The Distribution Division performs 
storekeeping functions for the Publications Service. It receives, 
stores, mails, and otherwise distributes printed material. 

The Division consists of a Distribution Control Section in central 
oflice and two depots which are located in the field. It controls stock, 

catalogs and determines distribution formulas, and directs the work 

of the Publications Depot in Alexandria and the Forms Depot in St. 
Louis for the eastern and western areas, respectively. The former is 
responsible for receiving, storing, and issuing forms and publications 
and the latter for forms only. The Forms Depot also reproduces 
forms. 

The foregoing Publications Service divisions provide for Veterans 
Administration needs for visual, printed, or duplicated material from 
requisition through production to final distribution to the us sing offices, 
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Responsibility for furnishing these reproduction services requires con- 
tinuing contacts between Publications Service and other major organi- 
zational units. Publications Service works continuously with the 
Congressional Joint Committee on Printing and the Government 
Printing Office to procure large-scale printing orders and to secure 
approvals and waivers for work to be undertaken either by the Publi- 
cations Service itself or by outside contract printers. 

The Service is an integrated organization with its own personnel, 
supply, budget, accounting, and messenger service. These functions 
are performed under the supervision of an executive officer who reports 
to the Assistant Director. 

4. The Records Service Center 

The Records Service Center is located in Columbus, Ohio. It is 
responsible for receiving, analyzing, maintaining, reviewing, and dis- 
posing of noncurrent records of Veterans Administration. Under 
direction of a manager and an assistant manager, the work of the 
Center is performed by four divisions, as described in the following 
paragraphs : 

(1) Records Service Division —This Division, under the direction 
of a chief, is responsible for receiving, inspecting, and identifying in- 
coming records, to maintain an identifying control over them. It oper- 
ates the storage warehouse and provides facilities and equipment 
maintenance services for the Center. 

(2) Photographic and Reproduction Laboratory.—Under the direc- 
tion of a chief, this laboratory is responsible for microfilming and 
photographic reproduction of records, and for development of 
methods for film preservation and restoration. Another important 
function of this laboratory is the facsimile reproduction of X-ray film 
for diagnostic and research use. 

(3) Veterans and Administrative Records Division—This Division, 
under the direction of a chief, maintains the file of noncurrent vet- 
erans’ and administrative records and provides information from 
them as requested. It also is responsible for disposal of obsolete 
records as directed or in accordance with established policy. 

(4) Medical Records Division—This Division performs, for medi- 
‘al records, the same functions as described for the Veterans and 
Administrative Records Division. 

5. Administrative Operations Service 

This Service performs most of the operating functions of Contact 
the Administrative Services. The Service includes 2,126 positions 
under supervision of a Director and an Assistant Director. It was 
established in January 1952, to consolidate operating functions per- 
formed in the former Administrative Service, Veterans Records 
Service and General Records Division. It is comprised of six divi- 
sions, each of which is supervised by a chief. These are described in 
the following paragraphs: 

(1) Mail and Distribution Division —This Division is responsible 
for receiving, sorting and delivering all mail for central office at all 
of its locations and for providing general messenger service for central 
office. In addition to its responsibilities for internal mail distribution 
and collection, the Division maintains contacts with the Post Office 
with respect to schedules, laws and regulations. The Division is 
organized into three sections, as follows: 
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l. Receipt and Delivery Section: This Section receives, opens and 
delivers incoming mail. Tt collects and dispatches outgoing mail and 
processes registered mail, 

2. Translation Section: This Section translates incoming mail and 
documents, 

3. Routing Section: The Routing Section sorts and routes incoming 
mail. The Reading Unit reads about 25 percent of mail received to 
determine its proper destination. Two other units maintain controls 
on registered and Congressional mail. 

(2) Lndex Division—This Division is responsible for identifying 
incoming mail pertaining to veterans. assigning and controlling C- 
numbers and conducting correspondence in relation thereto. It con- 
sists of the following sections: 

l. Mail Section: This Section alphabetizes incoming mail for check- 
ing against the index file and collects and routes outgoing mail of the 
Division. 

2. Identification Section: This Section maintains the master index 
file of cards for 28 million living and deceased veterans. It. identifies 
incoming correspondence with respect to name, serial number, in- 
surance number or C-number to facilitate location of claims and 
insurance files. It screens and identifies approximately a million 
documents a month. An Adjustment Unit maintains the index jn 
current condition, and a Special Identification Unit checks special 
cases with microfilm records of military serial numbers, 

3. Records and Correspondence Section 
controls C-numbers and conducts 
identification of incoming mail. 

Counterparts of the Index Division operate in each 
district office. Because of the nature of the work, 
are required between these operations and the Inde 

(3) Ve lerans Records Division.—This Division 
ized claims and insurance files and records 
such records to and from central office. 
the four sections described below. 

l. Claims Record Section : This Section maintains files of veterans’ 
claims handled by central office, Ip addition, it maintains military 
separation files and files for World War I adjusted compe 

2. Claims Records Transfer Section : This Sc 
of claims records to and from central office. 

3. Insurance Records Se, tion: |] 
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with the Federal Bureau of Investigation in the identification of de- 
ceased persons as veterans. 

(4) General Records Division —This Division maintains adminis- 
trative files, inactive personnel files and general name files of indivi- 
duals dealing with the agency. The work is performed in four sec- 
tions, the titles of hich are self-explanatory. These are: 

Administrative and Policy Files Section 

General Name Files Section 

Personnel Files Section 

Accessions. § irvey and Disposal] Section 
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The last Section schedules disposal of records to the Center and to 
the National Archives. 

(5) Machine Records and Accounting Division—This division pro- 
vides tabulating services for all general office operations except supply 
and finance accounting, actuarial and dividend insurance work and 
biometrics. Three sections perform the work of the Division. The 
Machine Operations Section operates equipment other than key-punch 
equipment. The Card Punch and Verification Section operates the 
latter equipment. The Accounting and Audit Section maintains card 
files, controls and balances reports and schedules the work of the 
Division. 

(6) Services Division —This Division is responsible for a combina- 
tion of miscellaneous services. It provides central office telephone and 
receptionists services through the Telecommunications Section and 
issues travel requests and arranges transportation for central office em- 
ployees through a Travel Section. There is also a Publications Issue 
Section, which distributes publications throughout central office. 

6. Contact service 

The Contact Service is discussed in detail in volume IV, since it is 
recommended that this service be established as a department known 
as the Veterans Service Department. 


Ill. RECOMMENDED ORGANIZATIONS 


As indicated in the preceding chapter, it was recommended in vol- 
ume II of this report that the Contact Service be established as a 
separate program operation responsible for the operation of veterans 
service centers and regional and VA offices. Administrative Services 
should be continued, with some transfers and additions of functions, 
as a staff department in charge of an Assistant Administrator report- 
ing to the Administrator through the Deputy Administrator. The 
organization of this department, shown on exhibit XVII, and the 
changes required to establish it are discussed in this chapter. 


F Kaepand and re Organize the functions of the presse nt Administrative 


and Records Manage ment Nervices as the Office Methods Nervice 
With the exception of the policy and planning work performed 
within the integrated Publications Service, policy and procedure 
development work for other administrative services is performed by 
the present Administrative Service and Records Management Service. 
Since the functions of these two services are similar in nature, it is 
recommended that the services be combined to form a comprehensive 
Office Methods Service responsible for the development of policies and 
procedures governing all office operations; for the establishment of 
performance standards for such work; for the planning required to 
place policies and procedures in effect; for technical training, guid- 
ance and advice on office operations; for appraisal of such operations 
for the Administrator; and for maintenance of required contacts on 
such subjects with other governmental agencies, veterans’ organiza- 
tions, technical organizations, and private business firms. 
The Office Methods Service should be comprised of four divisions 
as follows: 
General Administrative Service Division. 
Records Management Division. 
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Machine Records Management Division. 
Telecommunications Division. 

The 27 employees in the office of the Director of the present Admin- 
istrative Service should constitute the General Administrative Service 
Division. It should be responsible for carrying out the functions 
described above with respect to mail, travel, and general clerical opera- 
tions such as stenography, typing, calculating, sorting, and other 
similar activities. 

The Records Management Division should perform the functions of 
the present Records Management Service. The integration of this 
work with that of the present Administrative Service will place the 
responsibility for coordination of all planning, policy, and procedure 
work at the director level rather than in the office of the Assistant 
Administrator. 

The operation of the division is of a project nature which does not 
require supplementary organization; therefore, the existing divisions 
should be discontinued. Operations should be modified as discussed 
in the following paragraph. 

(1) Transfer responsibility for review of file equipment requisitions 
to Administrative Service directors in program departments.—Con- 
trol of file equipment purchases aaa be maintaied through the 
establishment of sound, practical policies and clear and specific stand- 
ards for the guidance of program department personnel in procuring 
and providing file equipment required for effective operation of each 
program. Review of individual requisitions for compliance with 
established policies and standards is a responsibility of the respective 
directors of Administrative Service in each program operation. For 
central office staff departments and services, this function should be 
performed in the Central Office Management Service. 

The Machine Records Division and the Telecommunications Di- 
vision should continue to operate as they are, but the title of the 
former should be changed to the Machine Records Management 
Division. 

Other recommendations pertaining to the Office Methods Service 
are: 

(1) Transfer responsibility for the operation of the St. Louis liaison 
office to the Veterans Service Department.—This is essentially a con- 
tact function involved in the maintenance of veterans’ records, which 
is a responsibility of the Veterans Service Department. 

(2) Transfer the Forms Control and Standardization Section of 
Coordination Service to the General Administrative Service Divi- 
sion.—The control of forms is an essential part of office operations and 
involves the establishment of policies and procedures of a nature 
similar to those for other office operations. 

Forms control, however, should be accomplished through establish- 
ment of policies, standards, and procedures rather than through re- 
view and approval of each individual form. Such approval should be 
delegated to Administrative Service directors in each of the program 
departments and, for central office staff departments and services, to 
the Central Office Management Service. 

(3) Establish a Correspondence Improvement Section in the Gen- 
eral Administrative Service Division—This section should be respon- 
sible for continuation of the correspondence improvement program 
now being conducted by Coordination Service. 
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(4) Transfer the Issue Review Library from Coordination Service 
to the General Administrative Service Division—With the abolition 
of Coordination Service and the establishment of program depart- 
ments, assistant administrators will be responsible for attaining re- 
quired clearances of administrative issues other than policy from other 
departments. To provide for a final review which will assure the 
administrator that issues have been properly cleared, that they are 
not in conflict with previous issues and that they are in proper format, 
all issues should be reviewed by the General Administrative Service 
Division. In order to accomplish this, the Division should maintain 
the Issue Review Library now maintained in Coordination Service. 


2. Continue the Publications Service but increase its responsibilities 
to include procurement of printing 

Negotiation of contracts for outside printing is currently the re- 
sponsibility of Construction, Supply, and Real Estate. However, 
before negotiation can be undertaken, the Publications Service must 
obtain waivers from the Joint Committee on Printing. These nego- 
tiations for outside printing now require the efforts of two units of 
the organization and the coordination of these efforts. The Publica- 
tions Service has the facilities and personnel to do the complete job. 
It has an-even greater technical knowledge of printing than does Con- 
struction, Supply, and Real Estate. Therefore, it is recommended 
that the Publications Service be made responsible for obtaining out- 
side printing. 
3. Transfer the Index Division to the Veterans Service Department 

Under the plan of organization proposed in volume II, responsibil- 
ity for administration of veterans’ records is placed with the Veterans 
Service Department. The work of the Index Division is devoted en- 
tirely to veterans’ records; therefore, it should be transferred to the 
Veterans Service Department, where its work can be coordinated more 
closely with other related functions. 


4. Establish a central office management service for the management 
of the Washington central office 

At the present time there is no centralized responsibility for the 
management of the central office at Washington. Each department 
and service has responsibility for certain office management func- 
tions pertaining to the respective operations. The Personnel Oflice, 
as described in part VII of this volume, has four divisions performing 
central oflice personnel functions. The Finance Office handles ac- 
counting matters and voucher payments covering central office activ- 
ities. Maintenance and supply services are provided by Construction, 
Supply, and Real Estate. 

As a consequence of this situation, coordination of the management 
of the central office is, of necessity, the responsibility of the deputy 
administrator, and no one other than he can be held responsible for 
the effectiveness, or lack of it, with which office management and office 
service functions are conducted. To correct this situation it is recom- 
mended that the responsibility for the management of the central 
office be assigned to the assistant administrator for Administrative 
Services and that he be provided with the staff required to fulfill this 
responsibility effectively and at minimum cost. 
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Operation of the Central Office Management Service should be 
the responsibility of a director reporting to the Assistant Admin- 
istrator for Administrative Services through his assistant. The Di- 
rector should have an Assistant Director to aid him in the coordina- 
tion of the many routine and detailed operations which are involved. 

The service should include seven divisions, each under the super- 
vision of a chief reporting to the Director through his assistant. ‘The 
organization and functions of these divisions are described in the 
following paragraphs: 

(1) Mail and Distribution Division—This Division should con- 
tinue to operate as it is at present with one exception. At present 
there are 204 messengers assigned full time to the various depart- 
ments and services and working under the direction of executives 
responsible for these offices. Only general messenger service is pro- 
vided by this Division. 

From observation, the messengers within departments are idle ap- 
proximately 50 percent of their time. All messengers should be 
placed under direction of this Division and service provided for all 
central-office activities as needed. It is estimated that improved utili- 
zation of messenger time resulting from this centralization of respon- 
sibility will ae Veterans Administration to reduce messenger 
costs by at least. $250,000 annually. 

(2) General "Records Division—This Division should continue to 
perform the functions it now performs with the exception of the main- 
tenance of personnel files, which should be transferred to the new 
Personnel Division of the Central Office Management Service dis- 
cussed under (5) on the following page. 

(3) Services Division.—This Division should be organized as at 
present and should continue to perform its present functions. To 
these, however, should be added the Stenographic and Service Section 
transferred from Finance and the operation of the General Reference 
Library now the responsibility of Special Services. 

(4) Machine Records Division—The present functions and organ- 
ization of this Division should be retained. To these should be added 
the equipment, personnel and operations of the Medical Statistics 
Division. 

(5) Personnel Division—The present departmental operations 
conducted by the Personnel Office should be transferred to the 
Central Office Management Service. These include the functions 
of the Departmental Recruitment Division, the Departmental Per- 
sonnel Relations Division, the Departmental Classification Division, 
and the Departmental Processing and Records Division. These would 
become sections under the proposed organization plan. 

(6) Accounting Division —This Division should be responsible for 
maintenance of administrative, employees’ and allotment accounts in 
connection with budgets and disbursements pertaining to the opera- 
tion and management of the central office, for vouchering of such 
disbursements and for maintenance of general accounts and records 
required by the Central Office Management Service. These functions 
should be transferred from Finance, where they are now being 
performed. 

(7) Supply and Engineering Division—This Division should be 
responsible for the provision of maintenance and building operation 
services, for the allocation of space and for the requisitioning, storage, 
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and disbursement. of supplies required for central office operation. 
These functions should be transferred from Construction, Supply, and 
Real Estate. 

The present Veterans Records Division of the Administrative 
Operations Service will no longer be required at central office. The 
claims records now maintained by this Division will be transferred to 
the proposed Washington claims center and the insurance records 
to the Philadelphia insurance center. The remaining functions of 
this Division, performed by the Records Development Section, should 
be transferred to the Veterans Service Department. 

The organization described in the foregoing paragraphs provides 
for all of the furictions required to operate the central office at Wash- 
ington in an effective and efficient manner. Executives at central 
office will have one place to look to for the services they require instead 
of the several they now have to contact. In addition, they will be 
relieved of much of the burden of providing and supervising their own 
office services. 

Consolidation of office management and service functions should 
make possible the elimination of many small administrative opera- 
tions within the various departments and services at central office, with 
consequent reduction in supervisory costs and increase in flexibility 
of personnel utilization. 

5. Continue the Records Service Center as a service of the De partment 

The Records Service Center should be continued as the fourth serv- 
ice of the Administrative Services Department. 

The organization of the Administrative Services Department in 
the manner described in this chapter should provide the Administrator 
with the staff assistance necessary to administer and control records, 
publications, office methods, and other office services. 


IV. OPERATING RECOMMENDATIONS 


The Administrative Services Department, as described in the pre- 
vious chapter, has two principal functions. The first of these is the 
establishment of basic policies, procedures, and work standards for the 
conduct of clerical and office service operations throughout Veterans 
Administration. The second is the provision of the office services at 
central office and the operation of the Publications Service and the 
Records Service Center. Both basic functions are staff functions and 
should be conducted as such. This is important to the future success 
of the Department. ‘There has been much criticism and resentment of 
the attempts of the organizational units being brought together in 
this Department to “run field station activities.” The newly consoli- 
dated Department will be fully successful only if it operates in a staif 
capacity and emphasizes “service” rather than operation. 

The Assistant Administrator and the key executives of the Depart- 
ment should devote their efforts to ascertaining the problems facing 
program departments in the conduct of field station offices and to 
assisting in the solution of these problems. The office management 
projects undertaken by the Department should be developed 
accordingly. 

There are many es to improve clerical and office opera- 
tions. These should be approached with an attitude of helpfulness 
and service rather than from the point of view of establishing dicta- 
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torial procedures which must be complied with regardless of local 
situations. Some of the more important of these opportunities are 
discussed in the following paragraphs of this chapter. 

1. Simplify and improve coordination and review of issues 

It is recommended that assistant administrators be made responsible 
for coordination of issues. This can be done with greatest facility 
through meetings of representatives of the various departments con- 
cerned with an issue, where the mutual problems can be diseussed and 
resolved across the table. The present practice of circulation of issues, 
either personally or by mail, should be discarded. It is time con- 
suming, costly, and generally unproductive. 

Once the content of an issue has been determined and approved by 
departments concerned, the Publications Division should be consulted 
concerning format and printing problems. Although it still may be 
necessary to review an issue again in committee meeting after print- 
ing problems have been resolved, this can be avoided in many cases if 
Publications Service will: 

(1) Inform other departments of the essentials of publications 
preparations. 

(2) Provide advice at any stage of issue preparation as requested. 

(3) Establish an effective control system to schedule production. 

Administrative Services should perform with dispatch the third 
step in the issue coordination and review procedure. This is the re- 
view of the issue submitted to assure that it is not in conflict with 
previous issues and that the two previous steps have been concluded 
satisfactorily. 

Administrative Services should also establish procedures for the 
assignment of regular series numbers to emergency issues in the form 
of all-station letters, teletypes, and similar forms so that adequate ref- 
erence is maintained between these temporary forms of issues and the 
final issue. 

The revision of the issue coordination and review procedure along 
these lines will eliminate much confusion in the field and will facilitate 
operations, both technical and administrative, throughout Veterans 
Administration. 

Policy issues should be distinguished from other issues and should 
be handled by an Assistant Deputy Administrator and the Manage- 
ment Committee as discussed in part IT. 


2. Establish a single history file on forms 

Three such files are now maintained, one in the Publications Divi- 
sion, one in the Distribution Division of Publications Service, and one 
in the Forms Control Unit of Coordination Service. They are main- 
tained for different purposes; therefore, no one of them is complete. 
Not only is this duplication costly, but also it generates confusion 
concerning the forms themselves. 

The three files should be combined, and one complete master file, 
serving all purposes, should be maintained by the Publications Divi- 
sion. This file should be used by forms-control analysts, who should 
direct their attention to forms improvement and standardization 
rather than to maintenance of historical files. 
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3. Establish written procedures governing the use and preparation 
of microfilms 

Consideraable difficulty is encountered in the printing and reading 
of microfilms because there is no standardization of the density when 
films are prepared. Technical standards and adequate instructions for 
their attainment should be developed and issued to all field stations to 
eliminate this problem and reduce the subsequent costs of using films. 
4. Improve control over Administrative Services projects 

Much of the work of Administrative Services is and should be con- 
ducted on a project basis. At present there is little control over the 
projects. Projects of varying importance are undertaken without 
adequate consideration of priority. There is no follow-up to see that 
assignments are scheduled or that they are completed according to 
schedule. 

Each service and division of the Department should maintain a 
work-project schedule showing completion dates and manpower as- 
dann to projects under way, ‘projects approved but not yet started, 
together with planned starting dates, and the progress against se hed- 
ule. These should be reviewed by the Assistant Administrator in 
regularly scheduled periodic meetings. The Assistant Administrator 
should also be provided with reports showing performance against 
schedule and results achieved. 


E’stablish standards and controls on tabulating equipment usage 

and costs 

At present there is little control over the use of tabulating equip- 
ment. No review or approval of new applications is required. No 
procedure has been established for periodic review of existing applica 
tions to determine whether changes in operating conditions and re- 
quirements justify continuation of the work on tabulating. 

Tabuiating equipment usage is not well planned, particularly in 
smaller field stations. During the course of the survey some : applica- 
tions were observed which did not justify use of tabulating equipment 
and which produced no savings. On the other hand, there are oppor- 
tunities to adapt usage of tabulating equipment to work now being 
performed manually to realize cost savings and improved efficiency. 

Four recommendations are made to correct and improve these situa- 
tions. First, there should be a complete review of all present applica- 
tions. This should be planned and organized by Administrative 
Services and should be carried out by the methods and standards 
groups in each program department. Standards should be developed 
for the justification of continuance of applications so that some degree 
of uniformity of consideration can be obtained. 

The next step should be a comprehensive review of all major clerical 
operations performed manually to determine and develop possible 
applications of tabulating equipment which would reduce present costs 
or improve service. 

A third step should involve the establishment of standards of usage 
of tabulating equipment and of reports reflecting current usage ag: inst 
such standards. Installations with usage below standard should then 
be subject to specific review on a project basis. 
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Finally, procedures should be established for approval of new 
applications to determine that they meet established standards and 
either reduce costs or improve service. 

Tabulating equipment has wide application in Veterans Administra- 
tion. It can produce many cost savings. It can also be very costly 
if not properly utilized. Veterans Administration is not making the 
most effective use of its present equipment, the rental for which 
amounts to $2,054,504 annually. The study and improvement of use 
of tabulating equipment should receive the early attention of Admin- 
istrative Services executives, 


6. Undertake office methods improvement projects originated by 
Administrative Services on a cooperative basis 

One of the responsibilities of Administrative Services is to de- 
termine needs for office methods improvement and to initiate projects 
to meet those needs. Some projects are also initiated by other agencies, 
such as the General Accounting Office and the Bureau of the Budget, 
and are undertaken with Veterans Administration in cooperation 
with these agencies. Generally, support of projects initiated by 
Administrative Services has not been strong. 

To improve this situation and obtain more effective results from 
its efforts, the Administrative Services Department should enlist 
the cooperation of program departments by reviewing the proposed 
projects with them before the work is undert: oe The work to be 
performed by Administrative Services personnel and by the program 
department in the conduct of the project should be clearly delineated 
and agreed upon. Benefits to program operation of successful comple- 
tion of the projects should be stressed rather than the projects them- 
selves. In most cases the work should be performed by program de- 
partment personnel, and the role of Administrative Services should 
be one of guidance and coordination. If Administrative Services per- 
sonnel needs to work in field stations during a project, proper arrange- 
ments should be made by program executives at central office and ade- 
quate explanation of the project and the work to be done should be 
sent to the field station before the work is undertaken. 

Approaching office methods improvement projects in the cooperative 
manner outlined above should generate joint effort which will be more 
productive and obtain results which will be fully accepted and effec- 
tively applied. 

In general, Administrative Services will prove to be effective and 
of real value to the Administrator and Veterans Administration 
only if its work is conducted on a staff basis. Direction of field sta- 
tion office operations should be avoided. This should be accomplished 
through program departments. Inspection for compliance with es- 
tablished procedures should be delegated to program departments. 
Administrative Services should provide the initiative and creative 
thinking required to stimulate constant improvement of office work. 
It should operate on a flexible project basis in cooperation with pro- 
gram departments. If this is done, Administrative Services will 
have a very real and beneficial effect upon the operation of Veterans 
Administration. 
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V. RESULTS AND BENEFITS 


The organization and operating recommendations discussed in this 
part of the report are designed to provide for the Administrator an 
effective staff department responsible for constant improvement in 
office service procedures. 

The proposed organization divorces the unrelated Contact Service 
operation from staff administration of office services. It consolidates 
all office service functions under the direction of the Assistant Admin- 
istrator of the Administrative Services Department by making him 
responsible for such activities now conducted by Coordination Serv- 
ice and other units of the organization. Extraneous and time-consum- 
ing detailed operating responsibilities are transferred to the respective 
program departments to which they pertain. Thus it provides the 
Assistant Administrator with all of the functions, and only those, re- 
quired to perform effectively his staff responsibilities. 

The proposed organization also provides for unified management of 
the central office, which should result in more effective and less costly 
operation at Washington. This will also relieve other department 
executives of details of office operation which now distract their at- 
tention from the more important matters of directing their technical 
operations. 

The operating recommendations outline areas of opportunity to 
improve office methods. Of greater importance, however, are those 
recommendations outlining the manner in which Administrative Serv- 
ices should operate to be effective in a staff capacity. If these recom- 
mendations are followed, the cooperative effort which will result 
should be productive of far greater improvements in office services 
than those few major specific improvements discussed in this part 
of the report. 

Taken together, the organization and operating recommendations 
should result in better coordination of efforts to improve office oper- 
ations, in closer control of such efforts and in greater realization of 
opportunities to reduce costs and improve service. 


Parr XI. Suprry Service 
I. BACKGROUND 


In volume IT, Top Management, it was recommended that the Sup- 
ply Service of Construction, Supply, and Real Estate be divorced 
from construction and real estate operations and established as a sepa- 
rate staff department, under the direction of a chief purchasing agent 
reporting to the Deputy Administrator and through him to the Ad- 
ministrator, 

This part is devoted to a further discussion of the organization re- 
quired to implement that recommendation. <A brief discussion of the 
historical development of the supply operation and of the nature and 
scope of supply activities is presented in this first chapter to provide 
a background for the discussions of organization and operation which 


follow. 
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The Supply Service was first organized in 1924 as a part of the 
Veterans Bureau. In addition to a Supply Division, the service in- 
cluded the Construction Division, the Personnel Division, and the 
Office of the Chief Clerk. When Veterans Administration was estab- 
lished in 1930, the Supply Service became part of the Office of the 
Assistant Administrator for Medical and Domiciliary Care, Construc- 
tion, and Supply. A third major change in organization was effected 
in 1946 with the establishment of the present “Construction, Supply, 
and Real Estate Office. Although supply was the dominant service 
of the unrelated functions which were grouped together as the Supply 
Service in 1924, subsequently it has never been given the organiza- 
tional recognition which its importance in an agency of the type and 
size of Veterans Administration warrants. 

During fiscal year 1951, supply and equipment purchases totaled 
$185,186,000. Of these, purchases tot: aling $66,200,000 were procured 
or contracted for by central office Supply Service. 

Major classifications of these purchases are shown below : 

Classification 
Existing facilities: Amount 
Subsistence ___-_-__----- 5 Lapoatelea $50, 999, 000 


All other_- cal Se 6), 224, 000 
New hospitals and domic iliaries Lp tenaticatiaseeat ; : 12, 392, 000 
Trainee tools: 

Public Law 16____- Lotees ; is ees ’ 4, 729, 000 

Public Law 346_--_--- ; ; 56, 816, 000 
rroperty. .:.... ee ee Ss a ogceleenpeiarsa 26, 000 


STOCK == veut « fp oS 185, 186, 000 


In addition, 3,300 service contracts involving expenditures totaling 
$36,000,000 were completed under the direction of this service. 

Central office Supply Service is also responsible for the operation 
of supply depots from which were shipped, during fiscal year 1951, 
41,000 tons of material valued at $24,300,000. Requisitions filled 
totaled 671,000 line items. Inventories on hand at June 30, 1951, were 
valued at more than $24,000,000. 

Supply Service per forms six basic functions: Procurement, storage, 
issue, and control of supplies and equipment; traffic management; and 
reclamation of damaged or deteriorated equipment. Each of these 
functions is described briefly in the following paragraphs. 

1. Procurement 


Supply Service at central office negotiates four types of purchase 
contracts: Centralized, decentralized, ‘drop shipment, and service con- 
tracts. Centralized contracts are placed for items to be stocked at 
supply depots and for special items shipped direct to field stations. 
These are items which are used in large quantities and justify special 
prices from vendors or are items of a specialty nature which cannot 
generally be procured on a local basis. 

Decentr: alized contracts are open-end contracts, without quantity 
specification or guarantee, against which field stations place orders 
direc tly on vendors as required. tems covered by decentralized con- 
tracts are not s stocked in depots. 

Drop shipment contracts are fixed quantity contracts for direct 
delivery which specify both delivery dates and destinations. These 
generally cover items having steady usage such as cereal, flour, soaps, 
and similar items. 
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Contracts for personal services which are utilized at central office 
or throughout Veterans Administration are also closed by Supply 
Service at central office. 

Supply Divisions in field stations also perform procurement func- 
tions. These Divisions are under administrative direction of field 
station managers but under functional guidance of central office 
Supply Service. Field station Supply Divisions may requisition items 
from supply depots or they may place orders with vendors against 
decentralized contracts. 

They may also receive materials on a drop shipment basis in accord- 
ance with a standing requisition placed with central office Supply 
Service. In addition to these three methods of requisitioning supplies 
and equipment, field stations are permitted to make direct purchases 
of specified items from mandatory services, such as Federal Prison 
Industries, National Industries for the Blind, and Federal Supply 
Service, and to make local purchases of items not covered by other 
types of contracts or emergency purchases of items covered when 
deliveries cannot meet local needs. Field stations may also contract 
for personal services required locally. 

The following tabulation indicates the relative use of the various 
types of contracts and purchases during fiscal year 1951. 

Type of contract Amount 
Centralized contracts_____ ear ee F sed ___... $29, 000, 000 
Decentralized contracts_____- ae ces ; 31, 600, 000 


Drop shipment contracts__ ies ois ane _... 5,600,000 
Personal service contracts__- 4 ane EE ; 36, 000, 000 


Direct local purchases____- Ee ot aaa Peis ___. 119, 000, 000 


TN aspsithig Seabssccstecesctlee apeasbuiounl _.. 221, 200, 000 
2. Storage 

Supply Service at central office maintains an inventory of supplies 
and equipment sufficient only to meet the needs of central office opera- 
tion. The great bulk of Veterans Administration inventories are 
stored at three supply depots, the managers of which report directly 
to Supply Service. at central office. These depots have a total net 
usable storage space of approximately 1,034,000 square feet. As in- 
dicated previously, items stored in these depots are those purchased 
on centralized contracts. 

The Supply Divisions at each field station also maintain inventories 
of supplies to meet the needs of local operations. ‘These inventories 
generally approximate from 1 to 3 months’ requirements, dependent 
upon delivery schedules. Requisitions upon these local stocks of sup- 
plies are usually placed on a monthly basis by the using departments. 
As a result each division and service in a field station maintains a 
secondary storage of supplies of approximately 1 month’s require- 
ments. At June 30, 1951, inventories at hospitals and homes totaled 
$20,000,000 and those at other field stations slightly over $4,000,000. 

In a sense, suppliers also perform a storage function for Veterans 
Administration under decentralized and mandatory contracts, 
although title to the merchandise remains with them until the items 


are shipped. 
a. Issue 

As indicated previously, issues from field station inventories are 
generally made on a monthly basis. In hospitals and domiciliaries, 
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subsistence items are, of course, issued daily. Drugs and medical 
supplies are issued weekly. All issues are based upon requisitions 
originated by the using division or service. 

Depots issue supplies on a bimonthly requisition basis. They are, 
however, equipped to handle emergency interim requisitions if nec- 
essary. 

4. Inve ntory control 


One of the principal functions of Supply Service is the control of 
inventories. This control is effected in three ways. Control of sup- 
plies and equipment carried in supply depot stocks is maintained at 
central office through monthly stock status reports received from each 
depot. Replenishing stocks ‘are authorized and inventory levels ad- 
justed by Supply Service on the basis of usage and projected demand. 

Supply Service also exercises specific control over special office fur. 
niture und equipment through review and approval of individual 
requisitions. 

General control over inventories in field stations is exercised through 
establishment of policies and procedures governing supply operations 
in field stations and through field inspections to assure compliance. 

However, direct control over field station inventories is the responsi- 
bility of the Supply Division of each station. The Division maintains 
stock record cards which are operated on an order point, maximum 
and minimum control basis. 

3: Traffic management 


Routing and classification of shipments to depots under centralized 
and drop shipment contracts and of shipments of special direct pur- 
chases are performed by Supply Service at central] oflice. In addition, 
Supply Service handles all Veterans Administration claims against 
carriers, 

Supply depots route and classify shipments out of the depots. Sup- 
ply Divisions in field stations route and classify all shipments to sta- 
tions not routed by central office or the supply depots. 

6. Service and r¢ clamation 


Supply depots repair, recondition, and test equipment that is in need 
of such attention. Most of this effort is devoted to hospital and medi- 
cal equipment, some of which is returned direct to the hospital re- 
questing the service and some of which is placed in inventory. 

Supply Service in central office establishes policies and standards 
governing reclamation work and provides technical assistance con- 
cerning technical medical equipment to all central office- and field- 
station programs. 

"I, PRESENT ORGANIZATION 


Currently, Supply Service is one of five services in the Construction, 
Supply, and Real Estate Office. The Director of the Service reports to 
the Assistant Administrator through an executive assistant. Supply 
Service is comprised of six divisions at central office and three supply 
depots in the field. Division chiefs and depot managers report to the 
Director through an Assistant Director. Exhibit XVIII shows this 
plan of organization, 
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Exuisir XVIII 


VETERANS ADMINISTRA TION 
AFF 


esent Plan of Organization 
SUPPLY SERVICE 


TRANSPORTATION 
DIVISION 


CHIE F 


SUPPLY DEPOTS 


In addition to the Assistant Director, there is also a Special As- 
sistant to the Director. These three men cooperate in coordinating the 
work of the Service with other departments and field offices of Veterans 
Administration and the work of the various divisions within the 
Service. The Director formulates policies and major procedures gov- 
erning procurement, storage, issue and control of supplies and equip- 
ment for approval of the Assistant Administrator. In addition, he: 

Directs procurement effort. 

Coordinates standardization programs with other governmental 
agencies and the Armed Forces and maintains relations with them. 

Provides functional direction of Supply Division operations in 
field stations. 

z Directs the operation of the supply = pots. 

Provides tratlic management service for Veterans Administration. 

6. Provides tabulating service for Construction, Supply, and Real 
Estate. 

7. Directs the assembly of equipment for new construction. 

The functions of the various divisions comprising the Service are 
discussed in the following paragraphs. 


- Pi ope rly Accounting and Fi ld O pe rations Division 

This Division performs four major functions—the control of funds 
required and appropriated for supplies and supply activities; the 
accounting for and control of inventories; the inspection of Supply 
Division operations in the field; and the operation of a tabulating serv- 
ice for the office. The Division is organized into four sections, 
follows: 

(1) The Budgetary and Accounting Control Section analyzes budget 
requirements for supplies and equipment and for supply activities as 
submitted by field stations and other departments of Veterans Admin- 
istration and prepares consolidated budgets for the entire supply 
operation. It reviews requests for supply funds and controls them 


OnvoR ne ‘ 
25735—52 24 


as 





364 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


within the limits of appropriations and allotments. It establishes 
policies and procedures for property accounting and coordinates them 
with the fiscal, cost, and budgetary accounting systems. It also main- 
tains memorandum accounts of supply allotments and expenditures. 

(2) The Logistical Procedures Sectien develops and prepares pro- 
cedures and manuals governing supply operations and administers 
the work simplification and suggestion programs with respect to 
supply activities. It conducts the forms control and publications 
control program for supply. It also makes methods and manage- 
ment surveys of all supply operations to determine the most effective 
methods of operat ions. 

(3) The Field Operations Section inspects field station and hospital 
eae operations for compliance with established policies and pro- 
cedures, advises and assists in the solution of supply problems in the 
field, and appraises the results of operations of Supply Divistons and 
depots. 

(4) The Machine Accounting Section provides tabulating service 
for the office. However, the majority of this effort is devoted to the 
processing of stock st atus reports from supply depots. 

. Procurement Division 

The Procurement Division analyzes market conditions, negotiates 
contracts, and purchases commodities and services under centralized- 
and drop-shipment contracts. It also establishes commodity specifi- 
cations and locates vendors and appraises their qualifications. The 
work of the Division is performed by six sections, as described below. 

(1) The Hospital Supplies Section negotiates contracts for and 
purchases drugs, chemicé Is, scientific medical equipment, and other 
medical supplies used in hospitals and clinics. 

(2) The General Supplies Section negotiates contracts for and 
purchases food supplies, subsistence items, detergents, and paper 
products required for hospital operations. 

(3) The Textile Section contracts for and purchases linens and 
clothing. 

(4) The General Equipment Section contracts for and purchases 
household furniture; office furniture and equipment; mechanical 
equipment; recreational, auditorium, and chapel equipment and sup- 
plies; and cafeteria equipment. 

(5) The Service Contracts Section is responsible for the procure- 
ment of personal services; negotiation of equipment rentals and con- 
tracts for coal, prosthetic appliances, and medical research; and pur- 
chase of special commodities not included in the classifications de- 
scribed above. 

(6) The Procurement Services Section obtains and processes bids, 
maintains records of purchase orders, processes invoices, and prov ides 
similar administrative services to the other sections. 

3. Storage Division 

This Division develops policies governing storage operations and 
provides staff supervision over supply depot operations and field sta- 
tion warehousing operations. Men nbers of the Division participate in 
field inspections w ith representatives of other divisions. The Division 
is also responsible for determination of the number, location, and 
territory assignment of supply depots. This work is performed by 
an Operations Section. There is also a Service and Reclamation Sec- 
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tion responsible for development and control of the program of recla- 
mation of equipment conducted by supply depots and field stations. 
,. Supply Control Division 

This Division is responsible for standardization, inventory control, 
and utilization of supplies and equipment. It publishes the supply 
catalog and develops tables of equipment for field stations. In addi- 
tion, it provides an interior decorating service for the interior furnish- 
ings of hospitals and quarters. This work is performed by the three 
Sections described below. 

(1) The Matériel Standards Section performs three unrelated func- 
tions. As the title indicates, the Section establishes standards and 
specifications for supplies and equipment and publishes the supply 
catalog and tables of equipment for field stations. A second function 
of the Section is the establishment of interior decorating criteria and 
standards and the design of furniture. The third function involves 
the establishment of office equipment standards and the control of 
specialized office equipment through review of individual requisitions 
and through advice to other departments upon request. The three 
units of the Section perform these respective services. 

(2) The Station Supply and Conservation Section is responsible 
for the outfitting of new hospitals and expansion projects and for the 
rehabilitation of older hospitals. It reviews and approves individual 
requests for items controlled by Central Office. The utilization and 
disposal of excess supplies and equipment is also administered by this 
Section. 

(3) The Requirements and Distribution Section controls the stock 
status and inventory levels of depot stocks and originates orders to 
replenish such stocks. 

5. Central Office Supply Division 

This Division performs the functions for the Central Office which 
correspond to those performed by Supply Divisions for field stations. 
It requisitions, receives, stores and issues supplies and equipment re- 
quired for Central Office operations and makes purchases of supplies 
and equipment not under centralized contracts. It maintains related 
accounting and allotment records and, in addition, operates an office 
machine repair shop for the repair of furniture and office equipment. 

There are four sections of the Division, the functions of which are 
indicated by the titles. These are: 

(1) Procurement Section 

(2) Storage and Distribution Section 

(3) Supply Control and Accounting Section 
(4) Maintenance and Fabrication Section 


6. Transportation Division 


This Division develops policies and procedures for the handling, 
classifying, and routing of shipments. It negotiates special rates with 
carriers and arranges for protection and storage of shipments in 
transit. It advises and assists field stations and supply depots in 
classifying and routing shipments and provides information concern- 
ing freight rates. It handles traffic matters for purchases under cen- 
tralized contracts and processes import and export shipments. In 
addition, it enters and follows freight and express claims and claims 
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against carriers. ‘This latter function is performed by an Audit and 
Claims Section. The rest of the work is done in a Traffic Section. 
i. Supply depots 

There are three supply depots, located at Somerville, N. J.; Hines, 
[ll.; and Wilmington, Calif. The managers of these depots are re- 
sponsible for the receipt, inspection, storage, and shipment of supplies 
and equipment purchased under centralized contracts and to a limited 
extent procured locally by the depots and for the maintenance of 
stock records reflecting these transactions. In addition, they provide 
reclamation services at the depots and assistance to field stations in 
equipment maintenance problems. The organization of a supply depot 
is shown on exhibit XIX. Reporting to the manager are the chiefs 
of six divisions. 

Exuipir XIX 


VETERANS ADMINISTRATION 
SUPPLY SERVICE STAFF SERVICES 
ORECTOR 
ASSISTANT DIRECTO Present Plan of Organization 


SUPPLY SERVICE - SUPPLY DEPOT 
SUPPLY DEPOT 
MANAGER 


June 1951 
ENGINE ERING SON FINANCE 
OIvisiON pivist DIVISION 
CHIEF MIE HIEF 


(1) The Operations Division is responsible for the physical han- 
dling and storage of warehoused items and for related traffic work. 

(2) The Stock Control Division maintains the stock records, pre- 
pares requisitions and issues stock status reports. 

(3) The Service and Reclamation Division operates the repair shops 
and is responsible for the repair, salvage, ad reclamation of equip- 
ment. 

(4) The Engineering Division is responsible for the provision of 
building services and utilities and for the maintenance of facilities. 

(5) The Personnel Division performs the personnel functions re- 
quired in connection with the maintenance of a work force of approxi- 
mately 170 employees. 

(6) The Finance Division prepares and vouchers payments; main- 
tains allotment, payroll, and accounting records of the depot; pays 
freight bills; and issues financial and statistical reports required of 
the depots. 

This brief description of the existing organization of Supply Serv- 
ice has been included as a basis for the appraisal and recommenda- 
tions which are presented in the next chapter. 


Itt. RECOMMENDED PLAN OF ORGANIZATION 


It is apparent from the description of the present organization of 
Supply Service that staff responsibilities of policy and ‘pl: inning are 
combined with operating responsibilities which extend into the field. 
Even Supply Divisions at field stations are under close scrutiny and 
control of Supply Service. 

What is not so apparent from the organization plan is the fact that 
the great majority of the items purchased and stocked are for hospital 
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operations. Consequently, the preponderance of the time and effort 
of Supply Service is devoted to providing supplies and equipment for 
the hospitals. The magnitude of this task of providing services of 
such vital importance to a major program nec essitates a great amount 
of coordinating effort. The provision of medical supplies and equip- 
ment, food, clothing and linens is an integral part of hospital oper- 
ation and has an important bearing upon the quality of care and 
service to patients. It should, therefore, be the responsibility of the 
chief Medical Director responsible for hospital operation just as is 
the responsibility for providing top-quality professional care. 

A further factor requires consideration in appraising the place 
occupied by Supply Service in Veterans Administration organization. 
Supply Service is responsible for expenditures approaching $225,- 
000,000 annually. Yet it does not now have departmental status nor 
is it under immediate direction of the Administrator and Deputy 
Administrator. Instead, it is combined with and subordinated to con- 
struction and real estate administration, which are entirely different 
types of functions. Purchasing and control of inventories in Veter- 
ans Administration is an activity of major importance which should 
receive the direct attention of top administration. 

The objectives of the proposed organization plan for purchasing 
and supply functions, therefore, may be stated as follows: 

To establish the functions of purchasing and supply in the top 
organization plan, in accordance with their importance to Veterans 
Administration. 

To integrate more effectively the factors affecting the quality of 
care of patients in Veterans Administration hospitals and clinics. 

To simplify the coordination of procurement and supply effort 
" h the professional care of patients. 

. To separate operating functions from staff functions so that the 
F etek may be performed more effectively. 

To accomplish these objectives, the basic plan of organization ree- 
ommended in volume II provided for integrated program depart- 
ments with complete responsibility for all functions required to ad- 
minister the programs effectively and economically. This chapter 
contains recommendations for the allocation of the various functions 
and components of the present Supply Service to program depart- 
ments, for the establishment of organizational responsibility for sup- 
ply operations in each program department and for the establishment 
of required staff assistance to the administrator with respect to pur- 
chasing and supply functions, 


1. Establish a Purchasing and Supply Department 


A Purchasing and Supply Department should be established to pro- 
vide the Administrator with the direct staff assistance he requires to 
assure that funds appropriated for supplies and equipment are used 
effectively. The Department should be under the direction of a chief 
purchasing agent, who should report to the Administrator through the 
Deputy Administrator. 

The chief purchasing agent should be responsible for the develop- 
ment and establishment of Veterans Administration policies govern- 
ing the procurement, storage, distribution, control and conservation 
of supplies and equipment and for the establishment and issue of regu- 
lations, procedures and standard practices for the conduct of pur- 
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chasing and supply operations in accordance with the laws and the 
requirements of other interested Government agencies. 

He should analyze markets and proyide program departments with 
market forecasts for their guidance in purchasing and controlling 
inventories. He should also develop market sources and maintain 
favorable relations with vendors and should coordinate Veterans Ad- 
ministration procurement programs with those of other Government 
agencies as required. 

He should be responsible for initial classification of items pur- 
chased in accordance with the type of contract under which they are 
to be purchased and for the allocation of responsibility to program 
departments for purchase and storage of each item so that there will 
be no duplication of effort. He should establish specifications and 
standards for those supplies and equipment which are used throughout 
Veterans Administration and are not peculiar to the needs of any one 
program and should negotiate centralized and decentralized contracts 
for such items. In addition, he should negotiate and place contracts 
for personal services which have application throughout Veterans 
Administration. 

He should provide other related services for Veterans Administra- 
tion as a whole, such as the handling of freight and damage claims 
against carriers and control over surplus supplies and equipment. 

Finally, he should be responsible for providing functional guid- 
ance to the program departments on purchasing and supply tech- 
niques and problems, for reviewing their plans and programs and for 
appraising results for the Administrator. 


2. Establish a Supply Service in the Department of Medicine and 
Surgery and in the Veterans Service Department 

Because of the magnitude of the procurement and supply problem 
in the Department of Medicine and Surgery, it is recommended that 
a Supply Service be established in the central office organization of 
this Department. Such a service should likewise be established in 
the Veterans Service Department because of the responsibility for pro- 
viding supply service in veterans service centers and regional offices. 

The Directors of these services should be responsible for the follow- 
ing functions: 

(1) Development of operating policies and procedures to imple- 
ment within the Department the basic procurement and supply poli- 
cies, regulations, and procedures established by the chief purchasing 
agent. 

(2) The establishment of inventory limits, standards of turn-over, 
specifications and standards of quality for items for which the De- 
partment has been assigned responsibility. 

(3) Development of sources of supply and maintenance of favor- 
able relations with vendors of assigned items. 

(4) Negotiation of centralized drop shipment and decentralized 
orders for assigned items. 

(5) Purchase of special items not. carried in stock. 

(6) Approval of requisitions for special equipment. 

(7) Development of procurement and supply programs for the De- 
partment, review of supply and equipment budgets submitted by field 
stations and establishment of adequate controls over field inventories. 
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(8) Provision of technical direction and counsel to field station 
Supply Divisions, review and approval of supply programs of field 
stations and appraisal of results of operations for the Department 
head. 

(9) Maintenance of liaison and cooperation with the chief purchas: 
ing agent. 


. Assign responsibility for supply activities in the Claims, Insurance, 
Vocational Rehabilitation and Education, and ¢ ‘onstruction De- 
partments to Assistants for Administrative Services 

These Departments have need for only a few procurement and sup- 
ply employees, and therefore full service status should not be required. 
Most of the items required by Claims and Insurance will be those that 
are used throughout Veterans Administration, so there should be 
little procurement effort required in these Departments. Field sta- 
tion inventories will not be great. Although Vocational Rehabilita- 
tion and Education and C onstruction purchases will be substantial as 
measured in total dollars, the number of purchases will be relatively 
few. Therefore, these functions can be adequately provided for in 
each case through the assistant for Administrative Services on the 
staff of the Assistant Administrator of the respective Departments. 


4. Transfer operations of the Property Ace ounting and Field Opera- 


tions Division to the Department of Medicine and Surgery, the 
Veterans Service Department and the Purchasing and Supply 
Department 

Approximately 80 percent of the work of this Division is devoted to 
requirements of the Department of Medicine and Surgery. This work 
and the staff performing it should therefore be transferred to the 
Supply Service of that Department. 

The Budgetary and Accounting Control Section should be dis- 
banded, and the work of budget administration and allotment con- 
trol which it now performs should be absorbed by the Budget and 
Finance Services in the Department of Medicine and Surgery and 
the Veterans Service Department. 

Of the 24 employees in the Field Operations Section, 18 should be 
transferred to Supply Service of the Department of Medicine and 
Surgery to provide guidance and appraisal of hospital supply opera- 
tions. The remaining per sstince’ of this section (six) should be trans 
ferred to Supply Service in the Veterans Service De ‘partment to pro- 
vide guidance and appraisal of Supply Divisions in veterans service 
centers and regional offices. In all probability, there will not be need 
for a staff of six; therefore, those not required should be released or 
transferred to other work. 

Personnel of the Logistical Procedures Section should be allotted 
as follows: 10 to the Department of Medicine and Surgery, 2 to the 
Purchasing and Supply Department, and 2 to the Veterans Service 
Department. Personnel allotted to the Purchasing and Supply De- 
partment would formulate and issue over-all policies and procedures 
and item classification and responsibility lists. Those allotted to the 
operating departments would formulate and issue operating pro- 
cedures and administer work simplification programs for supply 
operation. 





370 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


The Machine Accounting Section should be transferred to the De- 
partment of Medicine and Surgery. It should provide tabulating 
service for the Veterans Service Department with respect to stock 
status reports of general supplies and equipment for agency-wide use 
warehoused in supply depots. 

In accordance with these recommendations, employees of the Divi- 
sion ‘would be allotted as follows: 


Department | Purchasing Veterans 
Section of Medicine | and Supply Service 
and Surgery | Department | Department 


Budgetary and Accounting Control Section 110 
Field Operations Section 18 
Logistical Procedures Section 10 
Machine Accounting Section 32 


Total- 70 


' To be absorbed in Budget and Finance. 
5. Transfer operations of the Procurement Division to the Department 


of Medicine and Surgery and the Purchasing and Supply De- 
partie nt 


Since the majority of items purchased centrally are for use by the 
Department of Medicine and Surgery, it is recommended that 127 
employees of the Procurement Division be transferred to that De- 
partment. 

The Hospital Supplies Section should be transferred in its entirety 
to the Department of Medicine and Surgery. 

Personnel of the General Supplies Section should be allotted as 


follows: 18 to the Department of Medicine and Surgery and 4 to the 
Purchasing and Supply Department. 

The entire Textile Section should be transferred to the Depart- 
ment of Medicine and Surgery. 

Of the employees in the General Equipment Section, 12 should be 
transferred to the Department of Medicine and Surgery and 4 to 
the Purchasing and Supply Department. 

Personnel of the Service Contracts Section should be allocated in 
accordance with the workload. It is estimated that 26 employees 
should be transferred to the Department of Medicine and Surgery and 
6 to the Purchasing and Supply Department. 

Personnel of the Procurement Services Section should likewise be 
allocated in accordance with the workload. Estimated needs are: 
29 to Medicine and Surgery and 6 to Purchasing and Supply. 

In accordance with these recommendations, employees of the Divi- 
sion would be allotted as follows: 


Department | Purchasing 
Section of Medicine | and Supply 
and Surgery | Department 


Hospital Supplies Section 37 
General Supplies Section 18 
Textile Section 5 
General Equipment Section 12 
Service Contracts Section 26 
Procurement Services Sectioi 29 


Total 127 
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Transfe r the Storage Division to the De partment of Medicine and 
Surgery 
The work of this Division is concerned entirely with the operation of 
supply depots. ‘Therefore, it should be transferred intact to the 
Department of Medicine and Surgery. Seven employees are involved. 
Retain the interior decorating functions in the new Construction 
Department 


Interior decorating functions are more closely related to those of 
design than to supply operations. Therefore, it is recommended that 
they be retained as a part of the new Construction Department. 


. Distribute the remaining functions of the Supply Control Division 
to the Department of Medicine and Surgery and the Purchasing 
and Supply Department 

The work of the Matériel Standards Section, in addition to interior 
decorating, includes establishment of specifications for vendors, devel- 
opment of tables of equipment for field stations and control of special- 
ized office equipment. The personnel performing the latter two fune- 
tions should be transferred to the Purchasing and Supply Department 
together with a sufficient number of employees establishing vendor 
specifications to take care of this work for items of general use 
throughout Veterans Administration, 

The efforts of the Station Supply and Conservation Section are de- 
voted to the outfitting of new hospitals and to the control of surplus 
equipment. The refore, the e mployees of the section should be assigned 
to the Department of Medicine and Surgery and the Purchasing rand 
Supply Department in accordance with the division of responsibilities 
indicated below. 

Control of surplus equipment should be centralized; therefore, the 
12 employees performing this work should be transferred to the Pur- 
chasing and Supply Department. In addition, two e mployees should 
be transferred to this Department to control requisitions for special- 
ized office equipment. The remaining 15 employees, engaged princi 
pally in outfitting new hospitals, should be transferred to the Depart- 
ment of Medicine and Surgery. 

Personnel of the Requirements and Distribution Section should be 
allotted in accordance with the workload with respect to stock status 
reports of inventories carried in depots. Since some general stock 
will be warehoused in depots, and since control over inventory levels 
of such stocks should be the responsibility of the Veterans Service 
Deparment, it is recommended that three employees be transferred to 
that Department and the rest to the Department of Medicine and 
surgery. 

In accordance with these recommendations, personnel of the Supply 
Control Division would be transferred as follows: 


Department | Purchasing 
Section of Medicine | and Supply 
and Surgery | Department 


Matériel Standards Section 

Station Supply and Conservation Section 

Requirements and Distribution Section 
Total 
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9. Transfer the Central Office Supply Division to administrative 

services 

In line with recommendations made in part X of this volume for the 
consolidation of all office management functions in a Central Office 
Management Service of the Administrative Services Department, the 
Central Office Supply Division should be transferred to this service, 
where it should perform functions for central office similar to those 
of the Supply Divisions in field stations. 


10. Transfer operations of the Transportation Division to the Pur- 
chasing and Supply Department and the Department of Medicine 
and Surgery 
The handling of traffic and damage claims should be performed cen- 

trally; therefore, the six employees of the Audit and Claims Section 

should be transferred to the Purchasing and Supply Department. 

Of the three employees in the Traffic Section, two should be allotted to 

the Department of Medicine and Surgery and the third to the Purchas- 

ing and Supply Department. 
* + * * et * 7 


The detailed organizations of supply activities within each program 
department, resulting from the transfers recommended above, are de- 
scribed in the respective volumes devoted to those programs. 

The resulting organization of the Purchasing and Supply Depart- 
ment is shown on exhibit XX. It consists of four services, each under 
the supervision of a director reporting to the chief purchasing agent. 


EXuinit XX 


VETERANS ADMINISTRATION 
STAFF SERVICES 


Proposed Plan of Organization 


PURCHASING AND SUPPLY DEPARTMENT 
April 1952 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


PURCHASING AND 
SUPPLY DEPARTMENT 


CHIEF 
PURCHASING AGENT 


POLICY AND PROCUREMENT TRANSPORTATION 
PLANNING SERVICE SERVICE CONTROL SERVICE SERVICE 
DIRECTOR DIRECTOR CIRECTOR DIRECTOR 


The Policy and Planning Service should be responsible for the 
development and establishment of policies governing the procurement, 
storage, distribution, control, and conservation of supplies and equip- 
ment and for the establishment and issue of regulations, procedures, 
and standard practices for the conduct of purchasing and supply 
operations. It should include the two employees transferred from 
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the Logistical Procedures Section and four of the five employees trans- 
ferred from the Matériel Standards Section. These latter should be 
responsible for item classification and responsibility assignment and 
for establishment of specifications and standards for items contracted 
for by the department. 

This service should also analyzemarkets and provide program de- 
partments with market forecasts. Finally, it should advise and guide 
supply operations in the program departments, review their plans 
and programs with them, and appraise the results of their operations. 

The Procurement Service should include the employees transferred 
from the Procurement Division of the present Supply Service. The 
service should negotiate contracts for supplies and equipment used 
throughout Veterans Administration, specialized office equipment and 
other items which may be purchased centrally to advantage. It 
should also handle contracts for personal services which have applica- 
tion throughout Veterans Administration. In addition, this service 
should be responsible for general development of market sources and 
maintenance of favorable relations with vendors. 

The Control Service should approve requisitions for specialized 
office equipment and other special purchase requests. It should also 
control surplus supplies and equipment throughout Veterans Admin- 
istration. It should include the 14 employees to be transferred from 
the Station Supply and Conservation Section and one employee from 
the Matériel Standards Section to review specialized office equipment 
requisitions. 

The Transportation Service should be responsible for negotiating 
special rates with carriers and for advising program departments 
concerning freight classification, routing and freight rates. In ad- 
dition, it should perform the functions of the present Andit and 
Claims Section. Seven employees of the present Transportation Divi- 
sion should be transferred to this service. 


IV. OPERATING RECOMMENDATIONS 


Purchasing and supply activities are generally well organized and 
conducted throughout Veterans Administration. Sound procedures 
have been developed for both procurement and storage activities and 
for control of inventories at depots and field stations. 

The principal difficulties with respect to purchasing and supply 
activity arise from the high degree of centralized control over the 
operations. All allotments for supplies and equipment are controlled 
by Supply Service. As a result, program departments and field sta- 
tions must obtain specific approvals before many items can be ob- 
tained. At times this delays action and, in cases of rejection, affects 
operation of the program. Central office Supply Service is too far 
removed from the realities of program operation to exercise such 
tight control over supply budgets. 

Supply Service also controls closely the plan of organization for 
field supply functions. These tables of organization must be adhered 
to. Deviations without Supply Service approval are not allowed. 
These tables follow a standard pattern which does not always con- 
sider station volume, facilities, or opportunities for consolidation of 
functions. Even the position of supply officer is controlled from cen- 
tral office. 
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To enforce this high degree of control, Supply Service audits all 
supply operations annually. These audits are principally reviews 
of operations to assure conformance with procedures. Deviations re- 
gardless of magnitude or justification become points which must be 
acknowledged and corrected. 

While an operation of this type assures the administrator that sup- 
ply and equipment dollars are not being wasted, the inflexibility of 
such centralized control, to the degree that it is exercised, interferes 
with effective operations and results in decisions that are not always 
practical. 

Under such an operation the effort required to coordinate the supply 
activities with the needs of the programs is increased many times. 
This coordinating effort must be exerted both by the program depart- 
ments and field stations and by the Supply Service. As a result, man- 
agement attention to supply matters, required to maintain effective 
program and field station operations, is excessive. 

Purchasing and supply activities will be ed more effective from 
an operating point of view and will gain far better acceptance with 
operating personnel if this rigid, highly centralized, and remote con- 
trol is abandoned in favor of a plan of operation which integrates 
those activities more closely with the operating needs of the program 
departments and field stations and which delegates operating deci: 
sions to operating personnel. 

The proposed plan of organization has been developed to permit a 
greater degree of flexibility in purchasing and supply operations to 
meet operating needs. The functions of the Purchasing and Supply 
Department should be limited largely to the staff func tions of policy 
development and over-all program planning. Specific control should 
be exercised only in exceptional cases of special items not adaptable 
to control through general policy, and with respect to items used by 
all program departments, where duplication of effort would result 
from delegation of control responsibility. 

Under this type of operation, supply activities can be adapted to 
the needs of the local situation and Supply Divisions will be in a 
better position to provide effectively the services for which they are 
organized. 

Coordinating effort will be considerably reduced because the needs 
of the operating program will be better understood and because the 
supply activity will be an integrated part of a complete business 
ope ration. 

This, then, is the principal intent of the proposed organization plan 
and is the principal operating recommendation. 

As indicated, the detailed procedures and operating methods are 
generally good. ‘Two operating recommendations follow: 


1. Develop more specific criteria for determining the type of contract 
under which an item should be purchased 


The criteria which determine if an item should be purchased under 
centralized contract or decentralized contract or purchased locally are 
vague. Clearer specification of the criteria to be considered would 
enable decisions to be made with greater facility and soundness, and 
misunderstandings would be avoided. 
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. Improve sup »ply facilities in field stations 

Generally, facilities allocated to supply operations in field stations 
are poor and inadequate. This perhaps results from the feeling that 
supply operations are something apart from other station operations. 
Regardless of cause, the facility needs of station supply operations 
require additional emphasis and attention. Efforts are being made 
to improve this situation. 


V. RESULTS AND BENEFITS 


The recommendations discussed in the foregoing chapters will have 
a major effect on the purchasing and supply operations of Veterans 
Administration. They will change most completely the character of 
the operations and the plan of organization. 

The plan of organization will provide the administrator with a 
staff, reporting directly, which he requires to advise him on matters 
of purchasing and supply policy and to provide him with functional 
appraisals of supply operations ‘throughout Veterans Administration. 
It. affords recognition of the top-management aspects of the purchas- 
ing and supply function and of its importance to Veterans Admuinis- 
tration. It clearly identifies the staff functions which should be per- 
formed by this staff department under the direction of a chief - 
chasing agent and provides for the transfer of the operating functions 
to the program departments and for their closer integration with 
the other operations of those Departments. 

As a result of these changes and the new philosophy of management 
outlined in chapter IV, purchasing and supply operations should 


meet the needs of the operating programs in a more practical manner. 
Coordinating effort will be tre smendously reduced, operating decisions 
will be facilitated, and a better and more cooperative working rela- 
tionship between supply divisions, depots, and services and the pro- 


gram operating personnel will be generated throughout Veterans 
Administration. 


Parr XII. Scneputr or INstTatiatrion 


SCHEDULE OF INSTALLATION 


The recommendations pertaining to the staff services discussed in 
this volume involve major changes in organization structure which 
require coordination with the installation of recommendations per- 
(aining to the reorganization of operating departments. Therefore 
they need to be planned ¢ -arefully and timed to coincide with the 
schedules of installation for the other programs. 

In accordance with the master installs ition schedule, the installation 
of staff service recommendations should consist of five major phases 
covering a period of approximately 11 months. The five hu es of 
the installation are summarized below. 

Phase l—Preliminary planning—This should include review and 
discussion of the pertinent sections of the re port with key executives 
in each department and service, the selection and indoctrination of 
departmental installation oflicers where these are justified and the de- 
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termination of recommendations to be included in the program of in- 
stallation. 

Phase [I—Installation planning.—During this phase of the instal- 
lation, selections of executives to staff new organization units and of 
those to head functions being transferred to.other units of the organ- 
ization should be made; personnel to be transferred should be deter- 
mined and selected; new or modified positions should be classified ; 
space and facilities requirements should be determined; and new or 
revised methods and procedures should be developed as required. 

Phase [111—Central Office reorganization —Changes in Central Of- 
fice organization planned in phase II should be effectuated during this. 
phase ‘of the work. This should include transfer of any Central Of- 
fice functions to field stations as recommended. 

Phase 1V—Installation of operating changes—This should involve 
the implementation of new operating methods and management tech- 
niques and any pilot or test applications of operating procedures which 
may be required. 

Phase V—Operational follow-up.—A review of the installation to 
assure completeness and to develop any changes or modifications 
which experience indicates are advisable should | complete the instal- 
lation. 

Details of the proposed program of installation are included in the 
following sections. 


1. Preliminary planning 


The assistant administrator or director of each department or staff 
service should be assigned the responsibility for directing and con- 
trolling the installation of recommendations pertaining to his re- 
spective function in accordance with the master schedule. 

Only a limited number of recommendations have been made with 
respect to some staff services. In these cases there will be no need 
for an installation officer. In other cases recommendations are of 
sufficient magnitude and complexity to require full-time attention of 
an installation officer to maintain haison with the installation coordi- 
nator on the Administrator’s staff. 

Where required, an installation officer should be appointed to de- 
velop staffing patterns, personnel requirements, procedural changes, 
and facilities requirements and to control and coordinate the various 
installation projects. 

After the installation officer is selected, decisions should be made 
concerning the specific recommendations to be included in the instal- 
lation and meetings should be held with key executives to present the 
proposed organization and operating changes. 

2. Installation planning 

The detailed steps to be taken in phase IT in planning the installa- 
tion are presented below. 

(1) Select and appoint individuals for each key position. The 
abilities and personal characteristics of present incumbents should be 
reviewed carefully to determine capacity to fulfill added or revised 
responsibilities and adaptability to the new management philosophy 
of operating under a decentralized pl: in of organization with operating 
and staff functions clearly segregated. 

(2) Determine personnel affected by planned transfers of fune- 
tions, and select individuals for transfer. 
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(3) Make known to the entire department or service personnel the 
moves to be made, the individuals to be appointed to S positions 
and the individuals to be transferred. 

(4) Revise position descriptions as required by the organizationa! 
changes; classify these according to Civil Service Commission 
regulations. 

(5) Prepare revised organization charts and manual pages for 
MEC-4. 

(6) Develop revisions of procedures where this is necessary. 

(7) Determine, obtain, and prepare layouts of physical facilities 
required to place the recommendations in effect. 

(8) Hold a series of discussion meetings with interested and affected 
executives to assure that they have a complete understanding of the 
manner of operating under the new organization plan. 

(9) Place with specific executives the responsibility for effecting 
the installation of each organization and operating change and ob 
taining the cooperation required. 

3. Central Office reorganization 

Once the planning outlined above has been completed, the various 
projects involved in effecting the recommended organization changes 
should be undertaken. Exhibit X XI, following this page, indicate 
the sequence in which the projects should be undertaken and the co- 
ordination which is required between staff services and departments in 
making the moves. 

4. Installation of operating changes 

Certain of the operating changes will require coordination with 
organizational moves discussed above. Most of the recommendations, 
however, involve improvement which can be undertaken after the 
organization changes have been completed. 

The sequence in which operating changes should be undertaken in 
»ach office is indicated below. 


(1) Office of the Administrator : 
1. Install revised issue review procedure. 
2. Develop a comprehensive management improvement program with op- 
erating departments. 
3. Develop a program for analysis and interpretation of reports for the 
Administrator. 
. Develop a policy manual. 
5. Develop a comprehensive Management Committee program. 
Board of Veterans’ Appeals: 
1. Add checklists to certifications accompanying appeals. 
2. Eliminate reviews cf appeals files for completeness by the Hearing 
Section and the Consuitant Service. 
3. Refer correspondence regarding active or recently decided appeals to 
consitants who reviewed the cases. 
Information Service: 
1. Establish procedures for operation as a staff service to operating de- 
partments, 
2. Develop a public information program with each Assistant Administrator 
Personnel Department : 
1. Establish procedures for operation as a staff service. 
2. Establish revised classification procedures. 
3. Develop a comprehensive personnel program with each operating de- 
partment. 
. Issue a personnel policy manual. 
». Establish internal departmental project control. 
Improve issuance of personnel procedures. 
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Develop a personne! staff development program. 
Develop an effective recruitment service program. 
Extend the qualifications standards program. 
Develop an executive selection and development program, 
Extend the performance rating program. 
Review and reduce centralized positions. 
Extend the more successful personnel relations programs, 
. Develop an effective public information program. 
(5) Legal Department: 
Establish policies and procedures for operation as a staff department. 
Budget and Finance Department : 
1. Establish procedures for operation as a staff department. 
2. Arrange for consolidation of field station budgets and reports within 
operating departments. 
Develop an integrated system of accounts which will provide for the 
budget, fiscal, and cost accounting requirements. 
Revise account coding to reflect organizational responsibility assign- 
ments. 
Simplify administrative limitations. 
Arrange for allotment of field station funds to operating departments. 
7. Revise procedure for impounding funds quarterly. 
S. Provide for submission of alternate budgets. 
9. Revise the system of financial issues. 
10. Establish controls over recurring payments. 
11. Effect transfer of check preparation from the Treasury Department. 
(7) Administrative Services Department : 
1. Install revised issue review procedure. 
2. Establish procedure for review of file equipment. 
5. Develop project control system for internal administration. 
4. Establish one history file of forms. 
». Arrange for procurement of printing by Publications Service. 
6. Establish procedures and standards for microfilm use. 
7. Establish standards and controls for use of tabulating equipment. 
(S) Purehasing and Supply Department : 
1. Establish procedures for operation as a staff department. 
2. Establish criteria for determination of type of contract governing the 
purchase of each item. 
3. Classify each item by type of contract. 
f. Assign department responsibility for purchase of each item. 
». Improve supply facilities. 


(6) 


() pe rational follow-up 

After the recommendations have been placed in effect or action on 
long-term projects has been initiated, the complete installation should 
be reviewed to determine the advisability of modification or alteration 
of any of the recommended changes. 


CONCLUSION 


In the introduction to this volume, it was pointed out that the 
central office staff services have tended to assume operating respon- 
sibilities and to extend their activities into the field through exercise 
of direct authority. The organization and operations of each stat 
service were analyzed in detail in the succeeding parts, and recom- 
mended changes were presented. 

The general effect of these recommendations and the principles of 
sound organization which they incorporate is discussed in this chapter. 
together with the characteristics of effective staff utilization and the 
difficulties in applying them in Veterans Administration. 

Recommendations contained in this volume, for the most part, re- 
group and strengthen staff functions already recognized in the present 
organization plan. Many of the recommendations involve change in 
emphasis and application rather than in content of present staff serv- 
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ices. The recommended organization changes are based upon the 
sound principles of operating and staff operation which are sum- 
marized below. 

1. Staff services are extensions of the Administrator’s office which 
provide him with specialized functional advice and assistance in policy 
formulation, program development, and control over operations. 

2. Staff services have no operating authority over any phase of the 
program operations but work with operating executives, as represent- 
atives of the Administrator, to guide and assist them in the operation 
of the programs. 

3. Operating responsibilities serve only to weaken the position of 
staff services and to distract their attention and efforts to routine mat- 
ters; therefore they should be divorced from staff services to the fullest 
extent practical. 

4. With few exceptions, staff services do not perform continuing, 
repetitive functions. They, therefore, should consist of small flexible 
groups of functional specialists organized principally on a project 
basis. 

5. The objectives of staff services should be: 

(1) To provide operating executives with clear, concise, and 
practical interpretations of laws. regulations, and directives with 
respect to functional responsibilities. 

(2) To develop sound functional policies for the guidance of 
operating executives. 

(3) To establish, through research and study of current devel- 
opments in the assigned functional field, techniques and practices 
which will enable operating executives to provide the most effec- 
tive service to veterans at least cost. 

(4) To develop long-range objectives and programs for im- 
provement of the functional operations within each operating 
program. and to develop and train functional specialists capable 
of directing these activities. 

(5) To assist the Administrator in the coordination of opera- 
tions by providing expert functional counsel and advice to oper- 
ating executives in the solution of operating problems. 

(6) To assist the Administrator in the control of operations by 
providing technical appraisal of the results of operations and 
the futyre plans and programs with respect to assigned functions. 

(7) To assist the Administrator in the maintenance of favor- 
eble relations and close liaison with Congress, other officials, 
Government agencies, veterans’ organizations, and other outside 
groups. 

(8) To perform for the Administrator impartial appellate 
functions required by the nature of the agency operations. 

These principles of sound staff organization emphasize “service” 
throuvhout, service to the Administrator and service to operating 
exeentives. 

When effected. the reeommendations will provide the Administrator 
with staff service organizations equipped to fulfill these responsibilities 
and accomplish these objectives. If properly directed, staff services 
will assist rather than interfere with program operations. Planning 
of operations will be improved; procedures and methods of operation 
will be simplified ; coordination of operations will be less cumbersome 
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and involved; operations will be controlled more effectively; and, of 
greatest importance, a greater spirit of teamwork will be developed. 

Effective utilization of staff services does not lend itself. to simple 
procedural presentation. It requires, first of all, a thorough under- 
standing and acceptance of the concept of staff activities. It requires 
a spirit ‘of unselfish cooperation which is the basis for teamwork and 
progress toward mutual objectives. It requires an attitude of service 
on the part of staff personnel. It requires, on the part of operating 
personnel, a willingness to accept advice and assistance and an open 
mind in the consideration of suggestions. The attainment of these 
attitudes in Veterans Administration will not be easy nor will it be 
accomplished in a short period of time. 

Operating executives now generally look upon staff services as 
built-in obstacles to efficient administration. There is resentment of 
the myriad detailed directives, reports, inspections, and vetoes im- 
posed on program operations by staff services. Frequently these have 
been restrictive to the point of impairing efficiency. 

Staff service personnel, accustomed to exercise authority, will be 

resentful of what they will undoubtedly consider to be curtailment of 
their responsibilities. They will be fearful that they will be ignored 
by operating executives and that the programs and procedures - which 
they have’ developed will be abandoned or distorted to the detriment 
of Veterans Administration. 

The alleviation of these fears, the changing of these attitudes, the 
development of understanding, the building ‘of mutual confidence— 
these are the tasks which face the Administrator and the Deputy 
Administrator in the installation and operation of the proposed plan 
of organization. 

To accomplish these tasks they will need to identify the major prob- 
lems of operation and direct the attention of staff services to them so 
that they may prove their worth to operating executives. They will 
need to evaluate carefully the mandatory programs imposed from 
without Veterans Administration and to adapt them to the agency 
programs in a practical manner. They will need to bring oper ating 
and staff executives together frequently for discussion of major prob- 
lems. They will need to take quick and forceful action to resolve 
conflicts, to prevent “empire building” by operating executives, and 
to discourage exercise of direct authori ity by staff executives. 

Sound staff service or ganizations have been provided for in the vol- 
ume. Positive and effective utilization of these services by the Admin- 
istrator and by operating executives should result in more effective use 
of the human, physic al, and monetary resources at the disposal of 


Veterans Administration in the provision of benefits and services to 
veterans. 
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VETERANS SERVICE 
Foreworp 


This volume of the survey report is devoted to a discussion of the 
important function of direct personal service to veterans, presently 
administered by the Contact Service of Contact and Administrative 
Services at central office and conducted by Contact Divisions in 
regional offices. Because of the essential close relationship between 
contact activities and regional office operations, the organization and 
location of regional offices are also discussed in this volume. The 
volume contains recommendations designed to improve service to 
veterans, simplify and strengthen field station organization, and re- 
duce administrative costs. 

The first chapter of this volume describes the nature and scope of 
the program and presents a brief history of its development. In 
chapter II some of the more important policy considerations pertain- 
ing to the personal service program are Rater: 

The present plan of organization of contact services is described 
and the proposed organization plan for these activities is outlined in 
chapter III. The reorganization of regional offices in accordance with 
this plan is described in chapter IV, and an interim plan of regional 
office organization is presented in chapter V to provide practical direc- 
tion of field station activities during the period of transition from 
the present to the proposed basic plan of agency organization. 

Recommendations for the improvement of operations are discussed 
in chapter VI. Chapter VII presents a plan of installation for both 
the organization and operating recommendations. Finally, the bene- 
fits of proposals are set forth in a brief conclusion. 

In accordance with the basic plan of organization recommended 
for the agency, the present contact activities are strengthened and 
expanded to form the basis for the Veterans Service Department, one 
of the seven operating departments reporting to the Administrator 
and his Deputy. The principal objectives of the Veterans Service 
Department, which are substantially those of the present Contact 
Service, are the following: 

(1) To keep veterans and their beneficiaries fully informed of the 
benefits and services available to them under the laws administered by 
Veterans Administration and of any changes and modifications 
thereof. 

(2) To provide personal service, in the quantity and at the loca- 
tions required by puede for it, in answering specific questions of 
veterans and beneficiaries concerning benefits and services available, 
and in handling complaints about specific cases. 

(3) To provide personal assistance to veterans and beneficiaries in 
applying for benefits and services to assure completeness and adequacy 
of information and compliance with established procedures. 
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(4) To explain personally to veterans and beneficiaries, actions 
taken by Veterans Administration in specific cases to assure under- 
standing and promote acceptance of them. 

(5) To provide follow-up service, as requested by veterans and 
beneficiaries, to provide them with information concerning the prog- 
ress of applications and requests. 

(6) To represent Veterans Administration generally to veterans 
and beneficiaries so as to promote, establish, and maintain good rela- 
tions with them. 

(7) To promote, establish, and maintain for Veterans Adminis- 
tration good local public relations throughout the country. 

Veterans Administration was organized in 1930 to bring together 
under single administration all of the then existing programs pro- 
viding benefits and services to veterans, and thereby to provide vet- 
erans with one source of information and assistance in obtaining 
them. The first recognition of the need for providing personal assist- 
ance to veterans in connection with veterans’ benefits was the author- 
ization of such service by the War Veterans Act of 1924. Accord- 
ingly, an Information Cooperation Division was formed in the 
Veterans Bureau. In 1929 this Division was replaced by a Contact 
Division, which was in operation when the Veterans Bureau was 
absorbed in the newly created Veterans Administration. In 1945 
this Division was reorganized as the Contact Service, and finally, 
in 1947, this Service was merged with Administrative Services as it 
is today. 

Today, Contact Service acts as public-relations agent for each one 
of the substantive programs, and provides a uniform avenue through 
which information concerning programs, policies and procedures 
can be conveyed to veterans. It also serves as the basic point through 
which veterans can deal with Veterans Administration and be assured 
of coordinated consideration and action. 

At the end of fiscal year 1951, a staff of 3,034 employees was en- 
gaged in contact activities in central office, regional offices, and 367 
VA offices. During fiscal year 1951, contact representatives conducted 
over 10,500,000 personal interviews with veterans at their request 
and assisted in the preparation of over 2,250,000 applications for 
benefits. 

Currently, Contact Service is a central office organization, officially 
in a staff position, responsible for establishment of policies, programs, 
and general procedures governing the personal contact program and 
for the provision of contact services to veterans who call at the cen- 
tral office. Contact services in the field are provided by Contact 
Divisions in regional offices and subsidiary VA offices under direction 
of regional office managers who report directly to the Deputy 
Administrator. 

The implementation of the basic plan of organization recommended 
for the agency in volume II of this report requires major realinement 
of the field organization of Veterans Administration, a realinement 
in which the proposed Veterans Service Department plays a key 
role. The establishment of direct authority over field operations 
of each operating program with the Assistant Administrators of the 
program departments removes these operations from jurisdiction of 
regional office managers. Furthermore, the transfer of responsibility 
for staff services required by program operations to the respective 
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Assistant Administrators will further affect the responsibility of 
regional office managers. 

With the establishment of operating program centers, regional office 
managers will be responsible for contact activities, general legal and 
guardianship actions, provision of residency services for employees 
of program departments located in regional offices and the necessary 
staff services required by these activities. Since contact operations 
will be the major function remaining in regional offices, these offices 
should be under the direction of the proposed Veterans Service 
Department. 

Recommendations to accomplish these changes and to establish the 
Veterans Service Department as an operating department fully ac- 
countable to the Administrator for informational and advisory service 
to veterans are summarized in the following sections: 


1. Organization recommendations 


(1) Establish contact service as the Veterans Service Department 
under an Assistant Administrator —tThis establishes the nucleus of 
the Veterans Service Department. 

(2) Establish a Field Operations Service of the Veterans Service 
Department, and transfer responsibility for regional office operations 
from the Deputy Administrator to this service —T his establishes the 
Veterans Service Department as an operating Department with di- 
rect responsibility and authority over operations in the field. 

(3) Establishes 14 regional offices as Veterans Service Centers re- 
sponsible for hen tedeatbaal of field activities, with center managers 
reporting directly to the manager of the Field Operations Service.— 
This provides for needed intermediate points of management of field 
stations and for reduction of administrative costs through concentra- 
tion of administrative functions in 14 locations. 

(4) Assign jurisdic tion over remaining 52 domestic regional offices 
to the Veterans Service Centers —Regional office managers will report 
to Veterans Service Center managers and through them to the Field 
Operations Service manager at central office. 

(5) Establish an Inte rde partmental Liaison Service——This service 
is recommended to provide for needed liaison with other operating de- 
partments in order to obtain current information about their programs 
and operations and to digest and publish that information quickly so 
that field personnel of the Veterans Service Department can be kept 
currently informed. 

(6) T ransfer responsibility for Foreign Relations Service to the 
Veterans Service Department.—This is in line with recommendations 
in volume IIT and combines similar types of service to veterans under 
common direction. 

(7) Provide the Assistant Administrator with an administrative 
staff—This is required to provide assistance in planning, directing, 
and controlling auxiliary services in the field and in providing re- 
quested administrative services to Vocational Rehabilitation and Edu- 

cation and Loan Guaranty Centers located in Veterans Service Center 
facilities. 

(8) Transfer responsibility for guardianship operations to the Vet- 
erans Service Department.—These operations, currently under diree- 
tion of the solicitor, are conducted in regional offices and are another 
form of personal service to veterans. 
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(9) Transfer contact representatives in hospitals and domiciliaries 
to the Veterans Service Department.—This will restore unified direc- 
tion of and responsibility for contact service which was recently 
divided by the transfer of these representatives to the jurisdiction 
of the Department of Medicine and Surgery. 

(10) Transfer responsibility for technical operations of Medical, 
Adjudication, Vocational Rehabilitation and Education, and Loan 
Guaranty Divisions from regional office managers to the respective 
operating departments.—This establishes direct operating responsi- 
bility with program departments, as recommended in volume II of 
this report. 

(11) Physically relocate Adjudication, Vocational Rehabilitation 
and Education, and Loan Guaranty Divisions at the respective pro- 
gram centers as recommended in subsequent volumes pertaining to 
these programs. 

(12) Transfer staff service functions now performed in regional 
offices for Medical, Adjudication, Vocational Rehabilitation and Edu- 
cation, and Loan Guaranty Divisions to the respective program cen- 
ters.—Certain exceptions with respect to common staff services which 

can be performed more economically by Veterans Service Centers for 
Vocational Rehabilitation and Education and Loan Guaranty Centers 
located in the facilities of Veterans Service Centers are detailed in 
“ text of this volume. 

(13) Consolidate administrative functions for the veterans service 
program at Veterans Service Centers.—This will reduce administra- 
tive costs and improve efficiency of administrative activities. 

(14) Transfer public information representatives from Informa- 
tion Service to the Veterans Service Centers.—Direction of these rep- 
resentatives who are engaged primarily in maintaining good public 
relations in assigned areas should be the responsibility of the center 
managers, who have the primary responsibility for the maintenance 
of veterans’ and public relations. 

(15) Appoint an engineering officer in each Veterans Service De- 
partment.—This is in line with the separation of responsibility for 
engineering and supply functions in the top organization structure 
of the agency recommended in volume IT. 

It is recognized that the complete reorganization of all field stations 
cannot be accomplished at one time w ithout seriously disrupting serv- 
ice to veterans. It is proposed therefore to establish one pilot center 
for each operating program, namely, a Medical Center, a Claims 
Center, a Vocational Rehabilitation and Education Center, a Loan 
Guaranty Center and a Veterans Service Center, and to thoroughly 
establish changed organization relationships and operatin procedures 
before proceeding to the reor ganization of the remaining field stations. 
With respect to the pilot centers and the regional offices involved in 
their dadabliakanent, all of the foregoing recommended changes should 
be effected. 

With aT to the remaining regional offices, recommendations 
(11), (12), (13), and (14) would not be made effective during the pilot 
installations. Recommendation (10), however, would be made effec- 
tive to place all regional offices in line with the revised top organization 
plan for the agency. In order to provide for administrative direction 
of these program operations now furnished by regional office managers 
during the interim period, it is further recommended that each oper- 
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ating department appoint temporary field supervisors for each of the 
proposed program center areas with full responsibility for direction of 
the technical operations of the respective programs in those areas until 
the recommended program centers are fully established. 

This plan adapts regional office operation to the proposed plan of 
organization for top management at central office with a minimum of 
change in organization relationships. It provides for more direct 
supervision of these technical program operations during the interim 
period and thereby establishes a logical basis for transition to proposed 
center operation after the pilot installations have been tested, both 
in organization responsibility and in training of personnel required 
for center management. 

The interim plan outlined is geared to maintain operations in re- 
gional offices without undue disturbance and change and to provide 
continuation of regional office service to veterans uninterrupted by the 
organization and operating changes involved in installing the proposed 
plan of organization during the interim period. 


2. Operating recommendations 


(1) Zmprove planning of personnel service to veterans.—This in- 
volves a review of the number and locations of VA offices required 
to provide needed service to veterans and analysis and establishment: 
of more reliable criteria to measure these needs. 

(2) Establish and enforce definite policies with respect to activities 
of veterans’ service representatives.—Representatives should be ex- 
pressly prohibited from “selling” veterans the benefits and services ad- 
ministered by Veterans Administration and from acting as advocate 
for veterans in the presentation of claims. 

(3) Delegate jul) operating authority to Veterans Service Center 
managers.—The nature of the center activities is such that flexibility to 
meet changing conditions and work loads is essential to good service. 
Therefore center managers should be allowed wide latitude in making 
operating decisions. 

(4) Continue to emphasize training and development of veterans 
service representatives.—This is also essential to good service to vet- 
erans. 

(5) Develop a manual for veterans service representatives.—A 
usable manual is badly needed to keep representatives currently in- 
formed of policies, procedures, and programs so that they will be ina 
position to give prompt and correct information to veterans. 

(6) Revise the method of maintaining and controlling veterans’ 
files ——A simplified method of maintaining veterans’ files which will 
minimize transfer of records and provide representatives with current 
and complete information is outlined. 

(7) Strengthen the public information program.—Good service to 
veterans supplemented by a strong, dynamic, and purposeful public 
information program designed to meet local situations will contribute 
greatly to the dev elopment of more favorable public reaction to Vet- 
erans Administration and its programs. 

The recommendations presented in this volume are designed to 
strengthen one of the most important functions of the agency, that of 
maintaining direct contacts with veterans. Veterans Administration 
was created primarily t o provide veterans with one source of informa- 
tion and service with respect to the benefits and services available to 
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them. The Veterans Service Department, recommended in this vol- 
ume, fulfills that primary purpose of Veterans Administration. The 
importance of this direct service to veterans is recognized by the for- 
mation of this Department as a major operating department of the 
agency under an Assistant. Administrator responsible to the Admin- 
istrator and his Deputy. 

The proposed plan of organization provides a direct channel of in- 
formation from the point of contact with veterans to the Administra- 
tor with respect to their reactions to Veterans Administration pro- 
grams, the quality of service being rendered by other operating de- 
partments and the promptness with which benefits and services are 
being provided. This should facilitate corrective action on the part of 
the Administrator when such action is necessary. 

The proposed plan of organization provides for the continuation of 
information service and direct personal assistance to veterans in as 
many and as widely dispersed locations as is necessary to meet the 
needs of veterans for such service with a minimum of travel on their 
part. This is fundamental to good service to veterans and to the 
accomplishment of the basic purpose of Veterans Administration. 
Any curtailment of the geographical dispersion of these services 
strikes at the very heart of Veterans Administration. 

At the same time the proposed plan of organization provides for 
consolidation of administrative functions, which do not require and in 
fact are impeded by geographical dispersion, in 14 Veterans Service 
Centers, with managers reporting directly to the Veterans Service 
Department. These centers are so located that full advantage can be 
taken of common administrative services where other operating de- 
partment activities are not of sufficient magnitude to justify occupany 
of separate facilities. 

The organization of 14 Veterans Service Centers provides a work- 
able span of supervision which can be maintained at the management 
level through personal contacts between responsible executives. In 
turn, the plan provides for more direct, personal supervision of re- 
gional office operations by grouping those offices under the Veterans 
Service Centers and by establishing direct lines of authority and 
responsibility to center managers. 

It is estimated that administrative expenses can be reduced by at 
least $4,250,000 annually by the implementation of this proposed plan 
of organization. At the same time direct services to veterans will be 
improv ed. 

The recommendations presented in this volume are among the more 
important resulting from the survey because they are fundamental to 
the accomplishment of the basic objective of Veterans Administra- 
tion—good service to veterans. 


I. Nature AND Score oF THE VETERANS SERVICE ProGRAM 


Recommended changes in basic organization of Veterans Admin- 
istration, as set forth in Volume II, “Top Management,” provide for 
five major operating departments to administer “the substantive pro- 
grams of medicine, “claims, loan guaranty, education, and insurance. 
The recommended plan also includes two other operating depart- 
ments, a Construction Department and a Veterans Service Depart- 
ment. The latter is to provide an informational service to veterans 
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and to serve as a liaison between veterans and the substantive operat- 
ing departments. The present organization and operation of this 
service are described al recommended changes in organization and 
operation are presented in this volume. 

1. Objectives and purpose of the Veterans Service Department 

Service to veterans is the primary if not the sole purpose of Vet- 
erans Administration. This service consists, on the one hand, of the 
provision of benefits authorized by law and, on the other hand, of 
the provision of information about these benefits and of assistance 
to veterans in their application for them. 

This latter service is now provided by the Contact Service of the 
Office of the Assistant Administrator for Contact and Administrative 
Services. The recommended reorganization of this service into the 
Veterans Service Department, to be described in this volume, is pro- 
posed to give this function the organization status it requires and 
to prov ide a means for proper integration and direction of its m: ny 
and widely dispersed operating units in the field. 

The principal objectives of the proposed Veterans Service Depart- 
ment, which are substantially those of the present Contact Service, 
are the following: 

(1) To keep veterans and their beneficiaries fully informed of the 
benefits and services available to them under the laws administered 
by Veterans Administration and of any changes and modifications 
thereof. 

(2) To provide personal service, in the quantity and at the locations 
required by demand for it, in answering specific questions of veterans 
and beneficiaries concerning benefits and services available and in 
handling complaints about specific cases. 

(3) To provide personal assistance to veterans and beneficiaries in 
pans for benefits and services to assure completeness and adequacy 
of information and compliance with established procedures. 

(4) To explain personally to veterans and beneficiaries, actions 
taken by Veterans Administration in specific cases to assure under- 
standing and promote acceptance of them. 

(5) To provide follow-up service, as requested by veterans and 
beneficiaries, to provide them with information concerning the pro- 
gress of applications and requests. 

(6) To represent Veterans Administration generally to veterans 
and beneficiaries so as to promote, establish, and maintain good rela- 
tions with them. 

(7) To promote, establish, and maintain for Veterans Administra- 
tion good local public relations throughout the country. 

2. The need for Veterans Service Department 

The need for such a service was recognized as early as 1921 with the 
creation of the Veterans Bureau. This agency brought together for 
the first time a number of the basically different programs of veterans’ 
benefits so that the relations and contacts with veterans, so essential 
to the success of these programs, could be coordinated and handled by 
one agency. 

Even with this early recognition of the need for providing a single 
source of personal service to veterans, Contact Service has emerged 
slowly over the years. Section 8 of the World War Veterans Act of 
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1924 provided for appointment of employees to assist veterans in the 
filing of claims. Accordingly, an Tofanination Cooperation Division 
was formed in central office. Employees of this division were known 
as cooperators. Eventually similar groups were organized under the 
managers of field stations. In February 1929 the Information Coop- 
eration Division was replaced by a Contact Division reporting to the 
executive assistant to the Administrator, and its representatives were 
designated as contact representatives. In 1943, contact representa- 
tives were assigned to Army and Navy separation centers and in 1944 
to Veterans Administration hospitals to meet the growing need for 
personal meetings with veterans to inform them about veterans’ 
benefits. 

In 1945 the Contact Division was reorganized as the Contact Service 
and by 1947 had been merged with the Administrative Service as it is 
today. Although officially in a staff relationship with respect to field 
operations, Contact Service, from that date to the present time, has 
expanded its field activities considerably and has exercised closer 
direction and control over contact representatives in the field. The 
purpose of this closer direction and control was to meet the need for 
uniform handling of veterans and the development of a unified focal 
point of contact with them. As a result, required standardization of 
policies and procedures has, to a great extent, been attained and uni- 
form methods of selecting and training contact representatives have 
been established. 

Although Contact Service does not possess clear statutory authoriza- 
tion for its activities, as do the substantive programs, it is performing 
a service which is vital to the success of Veterans Administration and 
its substantive programs. Contact Service acts as public relations 
agent for each one of the substantive programs and provides a uniform 
avenue through which information concerning programs, policies, and 
procedures can be conveyed to veterans. It also serves as the basic 
point through which veterans can deal with Veterans Administration 
and be assured of coordinated consideration and action. 

Contact Service thus has successfully brought together for the vet- 
eran the five basic programs administered by Veterans Administration 
in the field. It is only natural, therefore, that most veterans regard 
Contact Service as virtually Veterans Administration. It is the basic 
justification of Veterans Administration as one integrated agency. 
It is therefore essential that this service be preserved and strengthened 
and given the status it deserves and requires to function effectively. 

3. The scope of the contact program 

Unfortunately, the nature of the Contact Service and its importance 
to veterans and to Veterans Administration appears to be misunder- 
stood by Members of Congress. Appropriations for this service have 
been continuously decreased since 1947 when Veterans Administration 
operated 1,048 contact offices in addition to contact operations in 
regional offices and hospitals. At that time approximately 7,000 em- 
ployees were engaged in this work. At the end of fiscal year 1951, this 
staff had been reduced by more than 50 percent to 3,034. (The number 
of contact offices outside of regional offices and hospitals has now been 
reduced to 367. Part of these reductions were, of course, justified by 
decreased workload and by improvement in efficiency. But, primarily, 
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these reductions were necessitated by specific limitations of funds by 
Congress. 

Even as late as this spring an attempt was made to reduce appropri- 
ations for Contact Service to a point where its operation would have 
virtually ceased notwithstanding the fact that, during fiscal year 1951, 
contact representatives conducted over 10,500,000 personal interviews 
with veterans at their request and assisted in the preparation of over 
2,250,000 applications for benefits. 

Reduction of contact effort strikes at the very heart of service to 
veterans. Every effort should be made to strengthen, not weaken, 
this service. 


Il. Potrcy ConsmERATIONS 


Policies governing the operation of Contact Service are generally 
well understood and effectively applied. There are, however, several 
which deserve comment. 

1. Unification of contact responsibility 

The general policy of the agency provides for the handling of all 
personal contact with veterans of an informational or assistance nature 
by representatives of Contact Service. Recently, however, there have 
been deviations from this policy in two respects. Contact representa- 
tives at hospitals have been transferred from Contact Service and 
placed under the direction of hospital managers, and separate groups 
of employees have been established within some of the larger clinics 
to take over from contact representatives the assistance to veterans in 
filling out applications for medical services. 

This is a trend which, if continued, would eventually destroy the 
fine service to veterans which has been so carefully developed since 
1921. Positive measures should be taken at once to return all contact 
representatives and functions to the Veterans Service Department rec- 
ommended in this volume and to clarify responsibilities with respect 
to applications for medical service in some of the larger outpatient 
clinies. 

2. Promotion of benefits and services 

The essential function of contact representatives is to provide vet- 
erans with information. Accordingly, the policy generally followed 
is one of informational service rather than one of sales promotion. 
However, there is a noticeable tendency among contact representatives 
to “sell” veterans’ benefits and services by initiating discussions of 
benefits other than those which were the original purpose of the visit. 
Inconsistent administration of a sound policy can only lessen confi- 
dence in Veterans Administration. Veterans Administration is re- 
sponsible for providing services and benefits authorized, not for pro- 
moting them. This point should be clarified so that all contact 
representatives have a thorough understanding of the limitations of 
their responsibilities. 


3. Representation of the veteran 

The original intent of the Contact Service was to provide a place 
where veterans could obtain answers to questions and assistance in 
applying for benefits. In many field stations these basic functions have 
been extended to the point where contact representatives are represent- 
ing the veteran as his advocate before rating boards. This creates 
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the untenable situation of an employee of the agency promoting an 
interest which may be contrary to that of the agency and in direct 
conflict with its primary responsibilities. Policies governing the ex- 
tent of assistance to veterans require clarification. It is important that 
the new Veterans Service Department firmly establish the fact that 
contact employees are representatives of Veterans Administration and 
not of veterans, and that their function is to provide service to veterans 
and not to act as their protagonists. 
The deviations from basic policy discussed above, if continued, could 
eventually destroy the effectiveness of the Contact Service and possibly 
result in its abolition. This would be a considerable detriment to 
veterans as a group. It should be pointed out to contact representa- 
tives that in rendering a questionable service to one veteran they are 
in reality rendering a disservice to veterans as a group. 


III. Bastc OrGanizarion PLAN oF VETERANS SERVICE DEPARTMENT 


The nucleus of the proposed Veterans Service Department is the 
present Contact Service in Washington and the counterpart Contact 
Divisions in regional offices. 

1. Present organization of contact service 

Contact Service is a central office organization, officially in a staff 
position, responsible for establishment of policies, programs, and 
general procedures governing the personal contact program, and for 
maintenance of quality service to veterans, through management of 
the training program for contact representatives in the field and 
through inspections of their operations. 

Contact Service is presently one of six services reporting directly 
to the Assistant Administrator for Contact and Administrative Serv- 
ices. The Service is small, consisting of only 55 positions. The plan 
of organization, shown on exhibit I, is, therefore, rather simple. The 
Director of the Service is responsible for— 

(1) Development of policies and procedures for the provision of 
information, advice, and assistance to veterans, their dependents, bene- 
ficiaries, and recognized representatives, in the preparation of applica- 
tions for benefits and services available to them under the laws admin- 
istered by Veterans Administration. 

2) Preparation and issuance of manuals and instructions govern- 
ing this program. 

(3) Control over organization, staffing patterns, personnel ceil- 
ings, and budgets for contact operations in the field. 

(4) Determination of locations of contact operations in the field. 

(5) Maintenance of good relations with other governmental agen- 
cies, Members of Congress, and other governmental oflicers, the Armed 
Forces, veterans’ organizations, and other public and civic organiza- 
tions and groups. 

(6) Coordination of contact activities with those of other programs 
in central office. 

(7) Functional supervision of contact activities in the field. 

(8) Provision of contact service at central office. - 
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it Present Plan of Organization 
t CENTRAL OF FICE CONTACT SERVICE 
d —_— ~— 
is 
ADMINISTRATOR 
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re ASSISTANT ADMINISTRATOR 
EXECUTIVE ASSISTANT 
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CONTACT SERVICE 
1e DIRECTOR 
et ASSISTANT DIRECTOR 
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or CENTRAL OFFICE 
of Te 
id 
ly 
v- The Director is assisted in this work by an Assistant Drrector who 
in is primarily engaged in determination of the location of field offices, 
he in establishment and closing of contact offices, in supervision of the 
training program for contact personnel and in control over organiza- 
of tion, staff, and budgets for contact activities in the field. 
e- The special assistant performs special assignments, on a project 
a- basis, for the Director and the Assistant Director. 
n- Field supervisors conduct inspections of contact operations in 
regional and VA offices. At present there are seven supervisors, all 
n- reporting to the Director of the service. 
The Contact Division is the only organized division of the service in 
il- central office. Under direction of a chief and an assistant chief, this 
Division provides information and assistance to veterans who, for 
id. various reasons, visit central office. In this respect, it performs the 
n- same functions as do Contact Divisions in the field. In addition, it 
ed performs certain other contact functions peculiar to central office, as 
rh- follows: 
(1) Expedites action on claims and inquiries upon request of field 
ms contact representatives. 


(2) Handles cases of veterans who served prior to July 15, 1903, 
foreign address cases, Veterans Administration employee cases, for- 
feiture cases and insurance allotment cases of men in service. 
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(3) Prepares and presents claims before the Disability Insurance 
Claims Service, Central Disability Board and Board of Veterans 
Appeals, and appears before these bodies in behalf of veterans. 

(4) Handles requests of President and Members of Congress for 
assistance to individual veterans. 

(5) Maintains liaison with accredited representatives of recognized 
national service organizations to keep them informed of Veterans 
Administration activities. 

2. Present organization of a typical contact division 

The organization plan of a contact division, one of 10 divisions in 
a regional office, is shown on exhibit II, following this page. The 
chief of the Division reports to the regional office manager, from whom 
he receives administrative direction. As indicated previously he re- 
ceives technical direction from the Director of Contact Service in cen- 
tral office. The chief of the Division is responsible for effectively 
providing information and assistance to veterans visiting the regional 
office, in accordance with the policies governing the contact program. 
Generally the majority of his time and effort is devoted to contacts with 
veterans’ organizations and other outside groups, coordination of 
contact activities with other activities of the regional office and con- 
tacts with field supervisors and other representatives of central of- 
fice. In the larger regional offices, he has an assistant chief who super- 
vises the internal operation of the Division. ; 
EXHIBIT IT 


VETERANS ADMINISTRATION 
VETERANS SERVICE PROGRAM 


Present Plan of Organization 


REGIONAL OF FICE CONTACT DIVISION 
June 1951 


REGIONAL OFFICE 
MANAGER 


CONTACT DIVISION 
CHIEF 
ASSISTANT CHIEF 


SERVICE SECTION a FIELD SECTION 
CHIEF CHIEF 
CHIEF 


The chiefs of three sections, the Regional Office, Field and Service 
Sections, report to the Division chief or to the assistant Division chief 
where this position has been established. 

(1) Regional Office Section—This section performs the contact 
work for veterans visiting the regional office. As requested, it pro- 
vides information, advice, and assistance in preparation of claims and 
applications for benefits and services. Employees of this section also 
appear before rating boards as advocates for veterans. 
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(2) Field Section.—This section exists only where contact activities 

have been established in VA offices throughout the territory of a 

regional office. VA offices, located in cities rand at military installa- 

tions where the workload "justifies the service, are usually small in 

size, consisting of one or two contact representatives and ac jerk. Rep- 

resentatives at these offices perform the same work as those in regional 
offices. 

Supervision of representatives in VA offices is accomplished mainly 
by inspection visits. In some cases, the Field Section provides itin- 
erant services throughout the territory in lieu of or in support of VA 
offices. 

This section formerly supervised contact representatives in hospi- 
tals. These have now been transferred to the respective hospital 
managers. 

(3) Service Section.—This section does the administrative and cler- 
ical work for the Contact Division where the size of operations war- 
rants its establishment. This work usually involves stenography, 
typing, and handling of veterans’ files. 

&. Recommended plan of organization for veterans’ service program 

The basic plan of organization proposed for Veterans Administra- 
tion in volume II of this report provided for a completely integrated 
operating Department for each major substantive program. As ree- 
ommended, Assistant Administrators of these Departments would 
have responsibility and authority to direct and control all field opera- 
tions concerned with the respective programs and, in addition, would 
have direction and control of staff services required to carry out pro- 
gram responsibilities. 

The implementation of these basic recommendations requires major 
realinement of the field organization of Veterans Administration, a 

realinement in which the proposed Veterans Service Department plays 
a key role. For that reason changes in field organization, recom- 
mended and discussed in subsequent volumes, are summarized briefly 
at this point before specific recommendations are made with respect 
to the organization of the Veterans Service Department. 

The establishment of direct authority over field operations of each 
operating program with the assistant administrators of the program 
departments removes these operations from jurisdiction of regional 
office managers. 

Furthermore, the transfer of responsibility for staff services re- 
quired by the programs to the Assistant Administrators of program 
departments will further affect the responsibility of regional office 
managers. 

Specifically, later volumes contain recommendations for transfer 
of administrative direction of outpatient clinics to hospitals and 
Medical Centers, for consolidation of all claims activities in the Claims 
Centers located in facilities separate from those of regional offices, 
and for the establishment of 14 administrative centers for Vocational 
Rehabilitation and Education and 12 for Loan Guaranty. 

These recommendations, therefore, will result in the complete with- 
drawal of all basic claims activities from regional offices, in the con- 
solidation of vocational rehabilitation and education administrative 
activities in 14 regional offices and in the consolidation of loan guaranty 
administrative activities in 12 of these same offices. 
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With the establishment of these program centers, regional office 
managers will be responsible for contact activities, general legal and 
guardianship actions, provision of residency services for employees 
of the program departments and the necessary staff services required 
by these activities. Since contact operations will be the major func- 
tion remaining in regional offices, these offices should be under the 
direction of the proposed Veterans Service Department. 

In line with these changes in field organization, specific actions re- 
quired to establish the Veterans Service Department as an operating 
department fully accountable to the administrator for informational 
and advisory service to veterans are discussed in detail in this section. 

(1) Establish Contact Service as the Veterans Service Depart- 
ment under an Assistant Administrator—The functions and opera- 
tions of the Contact Service have no essential relationship with the 
other five services now combined in the office of the assistant admin- 
istrator for Contact and Administrative Services. In actual practice 
Contact Service has practical autonomy over its operations. Budget 
matters are handled directly, as are internal contacts with other 
executives. Contact activities in the field are organized separately 
from those of administrative services, and Contact Service has its own 
field supervisors to inspect them. 

There is, therefore, no logical reason for continuing this organi- 
zation pattern at central office. Accordingly, the Contact Service 
should be separated from administrative services to become the nucleus 
of the Veterans Service Department under an Assistant Administrator 
reporting to the Deputy Administrator and through him to the 
Administrator. 

(2) Establish a Field Operations Service—In line with the basic 
organization plan discussed in volume IT, establishing direct responsi- 
bility and authority of operating departments over corresponding 
field activities, provision should be made in the Veterans Service De- 
partment for the direction and control of field operations. It is there- 
fore recommended that a Field Operations Service be established 
under a manager reporting to the Assistant Administrator and re- 
sponsible for the direction of field activities of the Department. 

(3) Establish 1 | veterans’ service centers for administration of the 
program in the field—As previously described, contact operations 
are conducted in 70 regional offices and in 367 subordinate V A offices. 
Administration of the contact program from 70 locations presents 
serious problems of effective management and coordination from 
central office. 

It is essential that contact representatives be as widely dispersed, 
geographically, as practicable, to provide maximum opportunity for 
veterans to have personal contact with Veterans Administration. It 
also is essential that these contact representatives have rather close 
supervision and direction such as they now receive in and from 
regional offices. It is not essential, however, that administrative func- 
tions related to contact operations, such as budgets, accounts, records, 
payrolls, personnel actions, and similar service functions be performed 
in 70 locations. In fact, there will be considerable economy in central- 
izing these administrative functions in fewer locations. Centrali- 
zation of administration of the veterans’ service program in fewer 
field stations would also provide needed intermediate points of man- 
agement through which the assistant administrator could direct the 
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field operations of the program more effectively. It is therefore 
recommended that administrative functions for the veterans’ service 
program be centralized at the 14 regional offices at which the recom- 
mended Vocational Rehabilitation and Education Centers are located. 
Since veterans’ service activities will be the principal activity remain- 
ing under direction of the regional managers of these 14 offices, it is 
further recommended that these regional offices be designated as Vet- 
erans Service Centers. Managers of these centers should report to the 
manager of the Field Operations Service at central office. 

As indicated previously, operating departments will also control 
the services required by the technic ‘al operations’ such as budgets, ac- 
counting, personnel administration, supply and administrative serv- 
ices. If this plan were followed in its entirety, it would result in some 
unnecessary duplication of supervisory personnel at those Veterans 
Service Centers in which Vocational Rehabilitation and Education or 
Loan Guaranty Centers also exist. To avoid this duplication it is 
recommended that such auxiliary services as are common to the opera- 
tion of these centers be provided by the Veterans Service Center on 
a service basis. 

(4) A ssiqn jurisdiction over re gional office s to veterans service cen- 
ters—With the concentration of all administrative functions in 14 
Veterans Service Centers, the 52 remaining domestic regional offices 
will be responsible for two major functions, the provision of informa- 
tional and advisory services to veterans and the provision of residency 
services to employees of operating departments located in the offices. 
Since these are the primary functions of the Veterans Service Depart- 
ment, it is recommended that Veterans Service Centers be made re- 
sponsible for the operations of regional offices in their assigned terri- 
tories and that regional office managers report to the respective Vet- 
erans Service Center managers. 

Exhibit III shows the proposed assignment of territorial jurisdic- 
tion of Veterans Service Centers and regional offices. The appendix 
to this volume shows the jurisdictional relationship of Veterans Serv- 
ice Centers and regional offices to other program centers as proposed. 

(5) Establish an Interdepartmental Liaison Service —Contact of- 
ficers and representatives have to have a comprehensive knowledge of 
the details of benefit and service provisions of all substantive programs 
and of the administrative procedures involved in obtaining them. It 
is also extremely important that their knowledge be up to date and 
that they be kept informed of changes in provisions and procedures. 
Considerable information about substantive programs is now ac quired 
by contact representatives at the local or regional office level. This, 
however, is verified and supplemented by manuals, instructions, and 
other issues prepared by Contact Service in central office. 

With the removal of claims activities to Claims Centers and the con- 
centration of administrative functions of other programs in other pro- 
gram centers, veterans service officers and representatives in the 52 
remaining regional offices will not have as great an opportunity to 
keep up to date through daily contact with representatives of other 
programs. ‘Therefore, it will be more important than ever that they 
be kept currently informed of changes in benefits, services, policies, 
and procedures by central office. 

In order to provide for rapid transmission of accurate and authori- 
tative information to field representatives, it is recommended that an 
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Interdepartmental Liaison Service be established under a director 
reporting to the assistant administrator. This service should be re- 
sponsible for maintaining close contact with program operating de- 
partments to obtain current information about programs and opera- 
tions and for preparing manuals, instructions, bulletins, and other 
issues required to keep the field personnel currently informed. In 
addition, the personnel of this service should be utilized by the field 
operations manager in the training of field personnel. 

It is suggested that this service have a staff of five specialists, each 
assigned to cover one of the program operating departments. 

(6) Transfer responsibility for Foreign Relations Service to the 
Veterans Service Department.—The Foreign Relations Service super- 
vises the Manila Regional Office in the Philippines and the office at 
Balboa in the Canal Zone. It maintains liaison with the State Depart- 
ment with respect to administration of programs for veterans residing 
abroad through United States embassies and legations. It is the focal 
point for communication with veterans residing in foreign countries 
and serves to expedite the handling of inquiries and requests from 
them. 

Since the Foreign Relations Service is performing functions of two 
types, namely, informational service to veterans abroad and supervi- 
sion of two offices outside the United States, both of which are closely 
related to the basic responsibilities of the proposed Veterans Service 
Department, it is recommended that it be continued as a part of the 
new department. As recommended in volume IIT, Staff Services, the 
Foreign Relations Service will include the personal representative of 
the Administrator who represents Veterans Administration on the 
Fullbright Board, which administers an exchange study program with 
foreign countries. 

(7) Provide the Assistant Administrator with an administrative 
staff—tIn terms of size, the Veterans Service Department will not 
match the other operating departments. Its responsibilities and its 
dispersion, however, create other administrative problems not related 
to size. The Assistant Administrator must plan its working program 
and the facilities, personnel and funds needed to support it. It will 
also be responsible for providing administrative services to 14 Loan 
Guaranty and Vocational Rehabilitation and Education Centers. 
Thus the Assistant Administrator of the Veterans Service Depart- 
ment will require an administrative staff to ssist him in planning, 
directing and controlling auxiliary services required by the veterans 
service program and in fulfilling his responsibility for providing 
such services to Vocational Rehabilitation and Education and Loan 
Guaranty Centers in the field. 

This staff should consist of a Budget and Finance Service, a Per- 
sonnel Service, an Administrative Service, a Legal Service, a Supply 
Service and an Engineering Service, each under a director reporting to 
the Assistant Administrator. Since these services should operate in 
a strictly staff capacity, the personnel required in each will be few. 

(8) Transfer responsibility for guardianship operations to Veterans 
Service Department.—Guardianship operations, conducted in each 
regional office, are now under direction of the Solicitor. Under the 
proposed plan of organization, responsibilities of the Legal Depart- 
ment are staff responsibilities involving interpretation of laws and 
regulations and establishment of basic policies concerning the conduct 
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of legal work throughout the agency. In this capacity the Legal 
Department should continue to interpret laws and regulations con- 
cerning guardianship activities and to develop governing policies and 
gene! ral procedures through Legal Service (Gasedianahte). 

It is recommended, howev er, that actual guardianship operations 
in the field be transferred to the Veterans Service Department. 
Guardianship actions are not substantive in nature but are additional 
personal services provided in connection with the substantive pro- 
grams. They may arise from provision of any of the substantive 
benefits and services. Since they are of the nature of personal service 
to veterans and their dependents and require contacts with them or 
their representatives, the operations are closely related to the other 
operations of the department. Furthermore, guardianship actions 
must be taken at the location of the veteran and therefore require wide 
geographical dispersion of personnel in each regional office. There- 
fore, they can be administered best through regional office managers, 
who, under the proposed plan of organization, will be 1 ‘esponsible to 
the Assistant Administrator of the Veterans Service Department 
through Veterans Service Center managers. For these reasons it is 
recomended that the field operations of guardianship be transferred 
to the Veterans Service: Department. 

(9) Transfer contact representatives in hospitals and domiciliaries 
to the Veterans Service Department.—The recent move which di- 
vorced contact representatives in hospitals and domiciliaries from the 
Contact Divisions of regional offices and placed them under jurisdic- 
tion of the managers of these establishments overlooked the fact that 
these representatives are not performing services of the medical pro- 
gram but are engaged in assisting veterans in applying for benefits 
and services of other operating departments. 

These representatives are performing the same services in the same 
manner as are those representatives in the regional and VA offices. 
The mere fact that they provide these services in hospital facilities 
does not justify the change in organizational relationship. If this 
trend were to be continued and contact representatives were to be 
assigned to each operating department, the essential benefit of the 
present Contact Service would be destroyed and service to veterans 
would suffer. 

It is therefore recommended that these representatives be made 
part of the Veterans Service Department and again placed under 
direction of regional office managers 

(10) Adopt the recommended “plan of organization for Veterans 
Service De partment.—The recommendations discussed previously will 
result in the establishment of the organization plan for the Veterans 
Service Department shown as exhibit IV. Following this chart are 
statements of the more important responsibilities of the Assistant 
Administrater (Exhibit TV-1) and the responsibilities common to 
the executives reporting directly to him (Exhibit IV-2). 
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Exursit IV 


VETERANS ADMINISTRATION 
ADMINISTRATOR VETERANS SERVICE . ROGRAM 
ee eT PROPOSED BASIC PLAN OF ORGANIZATION 


April 1952 


VETERANS SERVICE 
DEPARTMENT 
ASSISTANT ADMINISTRATOR 


suPPLY BUDGET AND « ADMINISTRATIVE ENGINEERING 
SERVICE FINANCE SERVICE SERV SERVICE SERVICE 


ORECTORP DIRECTOR DIRECTO! DIRECTOR DRECTOR 


LEGAL 
SERVICE 
DIRECTOR 


FOREIGN RELAT ¢ CENTRAL OF FICE INTERDEPAR TMENTAL 
SERVICE SERV VETERANS SERVICE LIAISON SERVICE 
OMRECTOR - DIRECTOR DIRECTOR 


VETERANS SERVICE 
CENTERS 
MANAGERS 


Exuisir IV—1—VETERANS ADMINISTRATION, VETERANS SERVICE PROGRAM 


PROPOSED PLAN OF ORGANIZATION, CENTRAL OFFICE, APRIL 1952—-RESPONSIBILITIES OF 
THE ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to the veterans service program. 

2. Forecast facility, personnel, supply and budget requirements for veterans 
service operations. 

3. Formulate and recommend objectives and policies for the veterans service 
program. 

4. Develop and recommend a plan of organization for veterans service opera- 
tions, including determination of the number and location of field stations. 

5. Approve program, plans, and procedures for effective execution of veterans 
service operations. 

6. Consult with and utilize the services of the functional staff of the adminis- 
trator in the development of policies, plans, programs, procedures, and standards 
of performance for the veterans service program; in the training, counseling, 
and guiding of functional staff personnel in the Veterans Service Department; 
and in the appraisal of results. 

7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

8. Maintain good relations with employees of the Veterans Service Department. 

9. Direct and coordinate veterans service operations in accordance with estab- 
lished objectives, policies, plans, procedures and organization structure and 
within approved budget limits and existing laws and regulations. 

10. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and 
procedures. 

11. Keep the administrator informed concerning current veterans service opera- 
tions, results, and future plans through established reports and personal meetings. 

12. Establish standards of performance, and evaluate results of the veterans 
service program. 

13. Keep informed of technical and administrative developments in the field. 

14. Maintain good relations with veterans and the general public and with 
interested technical and other outside groups and Government representatives 
and agencies. 
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Exurerrt [V-2—VeETERANS ADMINISTRATION, VETERANS SERVICE PROGRAM 


PROPOSED PLAN OF ORGANIZATION, CENTRAL OFFICE——-APRIL 1952-—RESPONSIBILITIES 
COMMON .TO. ALL EXECUTIVES REPORTING DIRECTLY TO THE ASSISTANT ADMIN- 
ISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpreta- 
tions thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply, and budget requirements 
for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

4. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

5. Direct the operation of assigned functions. 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and 
procedures. 

8. Keep the assistant administrator informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

9. Develop standards of performance, and evaluate results of assigned 
operations. 

10. Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and 
other outside groups and-governmental agencies. 

The organization chart defines lines of responsibility and authority, but it 
should not be construed as indicating channels of contact. The proposed plan 
permits and requires the exercise of common sense and good judgment, at all 
organization levels, in determining the best channels of contact necessary for the 
expeditious handling of the work. 

Contacts between units of the organization should be carried out in the most 
direct way. In making such contacts, however, it is the duty of each member 
of the organization to keep his immediate superior informed of— 

1. Any matters on which his superior may be held accountable by the executive 
to whom he reports. 

2. Any matters in disagreement or likely to cause controversy within or be- 
tween any units of the organization. 

3. Matters requiring advice by his immediate superior or his assistance in 
coordination with other units of the organization. 

4. Any matters involving recommendations for changes in or variance from 
established policies and procedures. 

The plan shown on Exhibit IV provides for an assistant administrator with 
full responsibility for provision of informational and advisory service to veterans 
and for the operation of Veterans Service Centers, regional offices, and VA 
offices. 

As chief executive of the department, he should administer all laws relating 
to the personal service program and to guardianship activities. He should 
direct and control these activities throughout the field and coordinate them with 
the operations of the substantive programs. He should cooperate with the as- 
sistant administrator of the other operating departments by providing them 
with the administrative and residency services and assistance which they require 
in field stations under his jurisdiction and by providing prompt and correct 
handling of veterans’ applications for benefits and services. 

He should maintain good relations with other governmental agencies, Mem- 
bers of Congress and other governmental officers, the Armed Forces, veterans’ 
organizations, and other public and civic organizations and groups interested in 
veterans’ services. 

The proposed plan of organization provides for nine service directors and a 
field operations manager, all reporting to the assistant administrator. 


The Director of Supply Service should provide functional guidance 
and direction to supply officers in Veterans Service Centers and estab- 
lish policies with respect to inventory limits and standards of turn- 
over. He should develop procurement and supply programs for the 
department and establish adequate controls over inventories. He 
should maintain close working relationships with the Purchasing and 
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Supply Department to assure that the established general policies 
and procedures are being carried out. Where standard Government 
specifications and sourees do not pertain, he should establish: specifiea- 
tions.and standards of quality, develop sources of supply and negoti- 
ate decentralized contracts for those items for which responsibility 
has been assigned to the Veterans Service Department, generally those 
which are used only by the department or by those departments for 
which Veterans Service Department provides supply service. He 
should maintain liaison with the supply officers of the other operating 
departments so that adequate and satisfactory service can be provided 
to them in the field. As recommended in volume III, 11 employees 
of the present Supply Service in Construction, Supply and Real 
Estate should be transferred to this service in Veterans Service De- 
partment. 

The Director of Budget and Finance Service should be responsible 
for budget administration throughout the department and for con- 
solidation of departmental budgets. He should be responsible for 
maintenance of control and allotment accounts for the department 
and for preparation, consolidation and interpretation of budget and 
financial reports. He should advise the assistant administrator on 
these matters, maintain liaison with the Budget and Finance Depart- 
ment and provide functional direction of the budget and finance activi- 
ties in the field stations of the department to assure that the estab- 
lished policies and procedures are adhered to. Finally, he should assist 
and advise the field operations manager in providing financial service 
to Vocational Rehabilitation and Education and Loan Guaranty Cen- 
ters in the field as required and should maintain cooperative relation- 
ships with the Directors of Budget and Finance Service in these 
departments. He should have a small staff of not more than 4 or 5 
to assist him in this work. 

The Director of Personnel Service should advise the assistant ad- 
ministrator on personnel matters and assist him in personnel admin- 
istration and maintenance of good personnel relations throughout the 
department. He should administer the personnel program of the de- 
partment and provide functional guidance of personnel activities in 
the field, sachin provision of personnel services to Vocational Re- 
habilitation and Education and Loan Guaranty Centers as required. 
He should work closely with the Personnel Department in the ad- 
ministration of established policies and personnel regulations and 
procedures to assure compliance and should cooperate with personnel 
directors of other departments with respect to required personnel 
service and actions. He should assist the field operations manager 
in the development of training programs for department personnel, 
in the classification of positions and in the procurement and mainte- 
nance of a qualified work force in the field. He should have a small 
staff of 3 or 4 technical employees to assist him in this work. 

The Director of Administrative Service should be responsible for 
records management, administration of work simplification and man- 
agement improvement programs, establishment of office management 

yrocedures and administration of office services such as mail handling, 
ling, telecommunication, records control, tabulating and similar of- 
fice activities. He should advise the assistant administrator concern- 
ing these services and should maintain liaison with the Administrative 
Services Department and with the assistant deputy administrator re- 
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sponsible for management improvement programs to assure that estab- 
lished policies and procedures are being complied with. He should 
work closely with the directors of Administrative Service in the Vo- 
eational Rehabilitation and Education and Loan Guaranty Depart- 
ments to assure that the services they require in the field are being 
adequately provided for. He should provide functional guidance of 
administrative services in the field and assist the field operations 
manager in the operation and control of these activities. He should 
have a staff of 3 or 4 specialists to assist him in this work. In 
addition to these staff functions he should be responsible for the 
operation of the central office index and locator files and the assign- 
ment of C numbers. These functions, transferred from Administra- 
tive Services, should be performed under direction of a chief of the 
Index Division, reporting to the Administrative Services Director. 

The Director of Engineering Service should advise the assistant 
administrator concerning the maintenance and operation of buildings 
and facilities under jurisdiction of the department and should assist 
the field operations manager in the administration of maintenance, 
housekeeping, safety and fire protection activities in Veterans Service 
Centers and regional and VA offices. He should work closely with the 
Construction Department in assuring that established policies and 
standards are being adhered to and should maintain liaison with Gen- 
eral Services Administration to assure that adequate and satisfactory 
service is provided for those facilities maintained by General Services 
Administration for the Veterans Service Department. He should 
develop maintenance programs and appraise results of engineering 
operations in the field for the assistant administrator. He may need 
one or two technical assistants to carry out this program. 

The Director of Legal Service is the legal counsel for the depart- 
ment. As such he should provide functional direction and guidance 
of chief attorneys in Veterans Service Center, review and revise 
chief attorneys’ opinions and prepare recommended interpretation 
of laws and regulations pertaining to veterans service programs for 
the review and approval of the general counsel. In carrying out these 
responsibilities he should wor k closely with the general counsel and 
with I egal Service (Guardianship) on all matters of law and regula- 
tory decisions affecting the program and should submit to him for 
review opinions of chief f attorneys or those prepared by him which, in 
his judgment, involve questions not covered by precedent or by specific 
directives. He should have a small legal staff to review and revise 
chief attorneys’ opinions, prepare opinions and assist chief attorneys 
in the handling of litigation in the field. 

The Director of Foreign Relations Service should continue to per- 
form the functions he is now performing in providing service to vet- 
erans located in foreign countries and in supervising the Manila and 
Balboa offices. He will now be in a position where he can coordinate 
this work more easily with that of other similar services to veterans. 

The Central Office Veterans Service is provided to conduct the 
service to veterans calling at the central office which is currently per- 
formed by the central office Contact Division of Contact Service. It 
should be responsible for answering inquiries from Members of Con- 
gress concerning cases of individual veterans and for expediting action 
on delayed cases upon request from the field. It should also maintain 
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liaison with veterans’ organizations to keep them currently informed 
concerning Veterans Administration activities. 

The director of Interdepartmental Liaison Service should be respon- 
sible for the maintenance of close working relationships with operating 
departments to keep informed of changes i in programs, policies, rules, 
regulations, procedures, and technical bulletins, and for the transition 
of this information to the field in manual form to ke ep field represent- 
atives currently informed so that they may handle veterans’ interviews 
and applications correctly. He should also assist the field operations 
manager in the training of field representatives. 

The field operations manager should be responsible for the operation 
of the veterans service program in the field and for the direction of 
Veterans Service Center managers and, through them, the regional 
office managers. He should develop the operating program for the 
department, establish operating procedures and excesice control re- 
quired to attain departmental objectives and provide uniform service 
to veterans throughout the country. He should be responsible for 
training field representatives and for determining the need for and 
location of field representatives of the department. Finally, he should 
be responsible for providing administrative and residency services to 
other departments at Veterans Service Centers and residency services 
at regional and VA offices to meet the requirements of these depart- 
ments. 

This recommended organization plan for the Veterans Service 
Department gives recognition to the importance of personal service 
to veterans and to the need for providing this service through a unified 
channel. Under this plan the Assistant Administrator can be held 
fully accountable for the quality of service and the realta of the 
program. 

The plan establishes direct lines of authority and responsibility for 
the operation of regional offices and provides for adequate direction of 
regional office managers through management contact under reason- 
able and workable spans of supervision. It provides for the econom- 
ical handling and coordination of administrative services where more 
than one operating department is located in the same physical facil- 
ities, and at the same time it clarifies the present diffic alt position of 
the regional office manager. 

The plan should assure maintenance of the high quality of service 
which has characterized the Contact Service throughout. Tt should 
facilitate and expedite actions and decisions in the field and thereby 
generate improvement in service in all operating departments. 
Finally, it should establish personal service to veterans as the main 
service and foundation of Veterans Administration. 


LV. Proposep Fretp Strartion ORGANIZATION FOR VETERANS SERVICE 
DEPARTMENT 


As recommended in the previous chapter, the proposed plan of 
organization for the Veterans Service Department provides 14 Vet- 
erans Service Centers from which the program of personal service to 
veterans will be administered. The plan further provides for the 
supervision of the remaining regional offices from these centers. The 
detailed organization plan of a Veterans Service Center and of a 





408 |§ MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


regional office under this basic organization structure is outlined in 
this chapter. 
1. Transition of a regional office to a Veterans Service Center 

The present plan of organization of a large regional office is shown 
in exhibit V. The actions required in the transition of a regional 
office to a Veterans Service Center, under the plan of organization for 
the agency recommended in volume IT, are described in the following 
paragraphs. 

(1) Transfer the Medical Division to the Department of Medicine 
and Surgery.—The clinic operations of the regional office should be 
transferred to the administrative jurisdiction of the Department of 
Medicine and Surgery. Generally it is expected that clinics will re- 
main in their present locations in regional office facilities. In such 

vases, the Veterans Service Department should provide residency 
services to the clinic operations, but administrative services should be 
provided by the nearest hospital organization. 

(2) Transfer the Adjudication Division to the Claims Depart- 
ment.—This will eventually involve the physical relocation of these 
activities at Claims Centers. 

(3) Transfer the Vocational Rehabilitation and Education Divi- 
sion to the Vocational Rehabilitation and Education Department.— 
This division should remain in the physical facilities of the Veterans 
Service Center but should be placed under the direction of the Voca- 
tional Rehabilitation and Education Department. In the interests 
of economy the Veterans Service Center should provide some admin- 
istrative services as detailed later in this chapter as well as the required 
residency services to the Vocational Rehabilitation and Education 
Center of which this division should be the nucleus. 

(4) Transfer the Loan Guaranty Division and the loan guaranty 
attorneys from the Office of the Chief Attorney to the Loan Guaranty 
Department.—These employees should continue to be located in the 
facilities of the Veterans Service Center and should form the nucleus 
of the Loan Guaranty Center. Therefore the Veterans Service Center 
should provide some administrative services in addition to residency 
services for the Loan Guaranty Center. 

(5) Transfer Finance Division functions pertaining to operations 
of other departments.—The general accounts pertaining to claims and 
clinic operations should be transferred to Claims Centers and hospitals, 
respectively. Those pertaining to loan guaranty and vocational re- 
habilitation and education should be retained and should continue to 
be maintained for the respective centers as an administrative service. 

Beneficiaries’ accounts should be transferred to the respective de- 
partment centers, and this section should be discontinued. 

Employee accounts for employees of Adjudication and Medical Divi- 
sions should be transferred to Claims Centers and hospitals, respec- 
tively. Employee accounts should be maintained for Loan Guaranty 
and Vocational Rehabilitation and Education Centers and, of course, 
for employees of the Veterans Service Center. 

Voucher audit work should be assigned in accordance with the divi- 
sion of employee accounts and the disposition of beneficiaries’ ac- 
counts. 


(6) Transfer the budget function from the Office of the Manager 


to a budget officer under the Chief of the Budget and Finance Divi- 
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sion.—In line with the basic plan of organization the budget functions 
now performed in the manager’s office should be transferred to the 
Finance Division, which sho uld then be designated as the Budget and 
Finance Division. A budget officer reporting to the chief of the divi- 
sion should be appointed to administer these functions. 

(7) Appoint an engineering officer—Al|though most offices will be 
maintained by General Services Administration, there will be need 
for an engineering officer in each center to maintain liaison with 
General Services Administration both at the center and for the 
subordinate regional offices. 

(8) Zransfer organization and methods examiners to the Admin- 
istrative Division —Most regional offices have one or more organiza- 
tion and methods examiners on the staff of the manager. These 
examiners generally work under the direction of the assistant man- 
ager and devote their efforts to methods improvement and to prob- 
lems of organization structure. Under the proposed plan of organi- 

zation they should be transferred to the Administrative Division of 
the Veterans Service Center, where their work can be more closely 
integrated with the other functions of office management. 

(9) Transfer public information representatives from Information 
Service to veterans service center—Presently the field representatives 
of Information Service are attached to regional offices at 17 locations 
but are not responsible to the managers of these offices. Since the 
Veterans Service Department and the managers of Veterans Service 
Centers will be responsible for the maintenance of good public rela- 
tions throughout the country, direction of these representatives, who 
are primarily engaged in that function, should be the responsibility 
of the managers of the Veterans Service Centers. 

2. Recommended plan of organization of a veterans service center 

The resulting plan of organization of a Veterans Service Center is 

shown in exhibit VI. Common responsibilities of division chiefs and 


section chiefs are summarized in exhibits VI-1 and VI-2, respectively, 
following exhibit VI. Specific = of each position are 
discussed in the following paragraphs. 

Exureit VI-1—VETERANS ADMINISTRATION, VETERANS SERVICE PROGRAM 


PROPOSED PLAN OF ORGANIZATION, VETERANS SERVICE CENTER, APRIL 1952- 
RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

7. Request, through the Veterans Service Center manager, counsel and advice 
from those responsible for corresponding functions at central office. 

8. Keep the Veterans Service Center manager informed concerning current 
operations, results, and future plans through established reports and personal 
meetings. 
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Exuipit VI-2—VeEreERANS ADMINISTRATION, VETERANS SERVICE PROGRAM 


PROPOSED PLAN OF ORGANIZATION, VETERANS SERVICE CENTER, APRIL 1952-—— 
RESPONSIBILITIES COMMON TO SECTION CHIEFS 

1. Assist the division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned funetions. 

2». Select immediate subordinates, and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

6. Keep the division chief informed concerning current operations, results and 
future plans through established reports and personal meetings. 

(1) Veterans service center manager—The manager of a veterans 
service center should be responsible for the effective operation of the 
center. He should be responsible for the provision of personal con- 
tact services to veterans at the center and throughout the territory 
assigned to the center as the demands for such service require; for 
the administration of guardianship activities and other general legal 
activities and actions required to protect and defend Veterans Admin- 
istration and its actions; for the development of budgets for the oper- 
ation of the center and for maintenance of allotment and control ac- 
counts for approved funds; for the maintenance of good relations with 
personnel under jurisdiction of the center; for the maintenance and 
operation of center and subsidiary facilities; for the purchase, stor- 
age, control and issue of required supplies; for the development of 
efficient office methods and the maintenance of effective administra- 
tive services; for the development and maintenance of favorable re- 
lations with veterans, the public, veterans’ organizations and other 
groups and individuals interested in Veterans Administration and its 
programs; and for the provision of residency services for employees 
of other departments located in facilities under his jurisdiction and, 
in the interest of economy, such administrative services as may be re- 
quired by the Vocational Rehabilitation and Education and Loan 
Guaranty Centers located in the facilities of the Veterans Service 
Center. 

This last responsibility should include provision of the following 
administrative services: 

1. Procurement of personnel. 

2. Classification of positions up to division chief (for loan guaranty 
only). ; : 

3. Recommendation of suitable individuals for transfer from other 
organization units of the center. 

4, Maintenance of basic personnel records. 

5. Maintenance of general ledger, allotment and employee accounts 
and eash records. 

6. Provision of historical finance information for budget purposes. 

¢. Preparation of payrolls and payroll vouchers, and maintenance 
of individual] leave, retirement and earnings records. 

8. Audit and certification of vouchers, and arrangement for pay- 
ment of benefits and for purchases of property and services. 

9. Preparation of financial statements. 

10. Provision of tabulating service. 

11. Provision of general legal counsel and services. 


25735—52——_27 
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12. Provisions of public information counsel and services. 

In addition to these administrative services provided at the center, 
the center should provide the following residency services in all of- 
fices under its jurisdiction : 

1. Incoming and outgoing mail distribution. 

2. Transpor tation arrangements and processing of travel vouchers. 

3. Telephone and teletype operations. 

4. Purchase, storage and issue of supplies. 

5. Fire protection. 

6. iP ace allocation. 

7. Maintenance of property. 

8. Messenger, janitor and guard service 

9. First-aid assistance. 

-o Hiring for clerical positions. 

Receipt and handling of cash. 

In carrying out the basic responsibilities enumerated previously, 
the manager should be responsible for compliance with established 
policies and procedures and for control of operations within estab- 
lished budget limitations. He should work closely with the field op- 
erations manager, to whom he reports, and with other executives of 
the Veterans Service Department. Finally, he should cooperate with 
the managers of the Vocational Rehabilitation and Education and 
Loan Guaranty Centers in the coordination of operations. 

(2) Assistant monager.—The assistant manager should act for the 
manager of the center in his absence within the limits of delegated 
authority and should assist him in the coordination of Vet erans Serv- 
ice Center operations with those of other centers located in the same 
yhysical facilities, and in the maintenance of good public relations. 
How ever, his primary responsibility should be the supervision of the 
oper: ations of regional offices in the assigned territory. Regional 
office managers should report through him to the Veterans Service 
Center manager. He should, therefore, devote a great share of his 
time to direction of regional offices through personal visits. 

(3) Legal Division—At present the organization of legal work in 
Bh sl offices varies peat ‘ably with the size of the office. Gen- 
erally there is a Legal and Guardianship Section, under an assistant 
chief a Sar ORy in which there are units specializing, respectively, in 
general legal, guardianship, and loan guaranty matters. In addition, 
there is a “Field Examination Section under a supervising attorney 
and an Administrative Section under a supervisor. 

As previously recommended, the Loan Guaranty Unit should be 
transferred to the Loan Guaranty Center. It is also recommended 
that the Administrative Section be disbanded as a unit of organiza- 
tion. In actual practice, the secretaries comprising the majority of 
employees of the section are regularly assigned to one or two attorneys. 
Therefore, they should become part of the legal units in which: they 
work. Likewise, the work of maintaining dockets and files is also 
divided in accordance with the legal units being served and can, 
therefore, be transferred to these units. The one exception is the 
inactive file, the maintenance of which should be transferred to the 
Administrative Division. 

The recommended organization of the remaining functions of the 
Legal Division is shown on exhibit VII. It consists of three sections, 
General Legal, Guardianship, and Field Examination, each under a 
supervising attorney reporting to the chief attorney. 
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Exuisir VII 


VETERANS ADMINISTRATION 
VETERANS SERVICE PROGRAM 


Proposed Plan of Organization 
VETERANS SERVICE CENTER 
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April 1952 
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The chief attorney should be responsible for planning, scheduling, 
and maintaining the quality of the legal work of the Division. He 
should be responsible for the = of civil actions, criminal prose- 
cutions, tort cases, guardianship cases, and other legal matters 
throughout the center territory cieunt those relating exclusively to 
loan guaranty, claims, or insurance matters. He should be responsible 
for selecting and retaining fee-basis attorneys in connection with 
this work as required. He should continue to prepare chief attorneys’ 
opinions and should submit them to the legal counsel of the depart- 
ment for review. He should maintain essential contact with repre- 
sentatives of the legal profession throughout the territory and should 
advise and counsel managers of Medical Centers, hospitals, and Voca- 
tional Rehabilitation and Education Centers as requested. He should 
direct and coordinate legal actions involving more than one operating 
department and should work closely w ith the legal counsel of the 
Department and with attorneys of other departments on such cases 

The General Legal Section should handle all legal matters except 
those involving guaradianship matters. The latter should be handled 
by the Guard: anship Section. 

The Field Examination Section should continue to perform its pres- 
ent functions of conducting investigations pertaining to specific cases, 
except for those pertaining to loan guaranty matters. 

(4) Administrative Division—TYhe organization and functions of 
the Administrative Division should be changed only in several minor 
respects. These are: 

Transfer maintenance of the index file from the Mail Section to 
the Records Control Section. 

Transfer assignment of C numbers and the maintenance of the 
register from the Correspondence Section to the Records Control 
Section. 

Transfer the preparation of veterans’ folders from the Corre- 
spondence Section to the Records Control Section. 
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Transfer responsibility for handling of veterans’ records between 
std and centers from the Correspondence Section to the Records 
C ie Section. 

Transfer maintenance of military files of separation papers from 
the ‘Cor respondence Section to the Records Control Section. 

Transfer analysis of benefit applications and handling of general 
correspondent e from the Correspondence Section to the Veterans 
Service Division. 

As a result of these changes the Correspondence Section should be 
disbanded. As indicated, the records work which it now perfor ms 
should be placed with other records effort in the Records Control Sec- 
tion and the handling of applications and correspondence with the 
similar work perfor med by the Veterans Service Division. 

The proposed organization of the Administrative Division after 
these changes is shown on exhibit VIII. The chief of the division 
should be responsible for planning, directing, and coordinating the 
various administrative services and for scheduling the work so that 
adequate and effective service is provided to Vocat ional Rehabilitation 
and Education and Loan Guaranty Centers to meet their needs. 

The Mail Section should be responsible for the receipt, distribution, 
collection, and dispatch of mail and the provision of messenger and 
escort service. This work should be organized in two units, the receipt 
and dispatch unit and the messenger unit. 

The Records Control Section should be responsible for the assign- 
ment and control of C numbers and the maintenance of C number 
records; the preparation and maintenance of veterans’ records and 
files as described in chapter V; and the control of veterans’ records 
and their transfer. It should be organized in four units, an index'‘vinit 
controlling C numbers, a records preparation unit, a files unit, and a 
transfer unit. 

The Services Section should continue to provide travel, telecommu- 
nications, reception, and publications service for all departments using 
the facilities of the Veterans Service Center. It should consist of a 
teletype unit, a publications unit, and a travel unit. 

The Tabulating Machine Section should continue its organization 
and functions unchanged and should provide tabulating service to 
all department located in the physical facilities of the Veterans 
Service Center. Every effort should be made to render this impor- 
tant service promptly to the other departments. 

In addition to these four sections, which are essentially those ex- 
isting today, the division should have a fifth section, the Methods 
Section, responsible for development of methods and procedures, ad- 
ministration of the management improvement and work simplifica- 
tion programs and control over forms. 

(5) Personnel Division—The organization of Personnel Divisions 
in regional offices varies with the size of the office. Generally, how- 
ever, the work is handled by a Staff Section and a Processing and 
Records Section. The latter prepares forms for the processing of per- 
sonnel actions and maintains employee and other personnel records. 
The former handles all other personnel matters. The work of this 
section is usually designed on the basis of one employee being re- 
sponsible for several units of the organization rather than on the 
basis of functional specialization. 
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Under the proposed plan of organization, the chief of the Person- 
nel Division should be responsible for administering established per- 
sonnel policies and procedures in the Veterans Service Center and for 
providing effective personnel services to Vocational Rehabilitation 
and Education and Loan Guaranty Centers. He should work closely 
with the managers of these centers on personnel matters and should 
assist the center manager in the maintenance of good personnel re- 
lations in the Veterans Service Center. He should provide functional 
guidance of personnel officers in regional offices and should, in turn, 
work closely with the director of the Personnel Service at headquar- 
ters. He should also be responsible for maintenance of contacts with 

Civil Service: Commission offices and with other personnel sources 
throughout the community. The plan of organization proposed for 
the Personnel Division is based on functional specialization, which 
should be more practical for center operations. As indicated on 
exhibit LX, the plan includes four sections. 
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The Procurement Section should be responsible for recruitment of 
personnel and for administration of placement and promotion poli- 
cies and procedures. With respect to nontechnical employees, it 
should be responsible for provision of these services to the other 
centers located in the same facilities and for maintenance of contacts 
with the Civil Service Commission. 

The Classification Section should be responsible for the mainte- 
nance of position descriptions and for the classification of positions up 
to division chief. It should provide position description and classifica- 
tion service for the Loan Guaranty Center, with resulting classifica- 
tions subject to approval of the manager of the Loan Guaranty Center. 

The Personnel Relations Section should be responsible for assisting 
the manager of the Veterans Service Center in the maintenance of 
good relations and the handling of grievances and for providing as- 
sistance in these matters to the manager of the Loan Guaranty Center 
as requested. It should also conduct orientation training, assist in the 
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organization and administration of other training plans and admin- 
ister the performance rating program. 

The Processing and Records Section should continue to perform 
the services that it provides at present, including the processing of 
personnel actions and the maintenance of personnel records for em- 
ployees of the Vocational Rehabilitation and Education and Loan 
Guaranty Centers. 

(6) Engineering Officer—The engineering officer should be re- 
sponsible for the operation and maintenance of the facilities of the 
center and of regional offices throughout the territory. In most cases 
this service will be provided by General Sevices Administration ; con- 
sequently the responsibilities of the engineering officer will be mainly 
those of liaison to assure that adequate services are provided. He 
also should be responsible for provision of motor transport service and 
maintenance of vehicles, for space allocation and for administration 
of safety and fire proteetion programs throughout the territory. 

(7) Budget and Finance Division—The chief of the Budget and 
Finance Division should be responsible for budget administration ; 
maintenance of control and allotment accounts and other basic ac- 
counting records for the center; preparation of payrolls and main- 
tenance of payroll records; audit and certification of vouchers; han- 
dling of cash; and preparation of financial reports. With the excep- 
tion of the cashiering function, these functions should be performed at 
the center for regional offices in the assigned territory. 

The chief also should be responsible for provision of the following 
financial services to the Vocational Rehabilitation and Education and 
Loan Guaranty Centers: 

1. Maintenance of general ledger, allotment and employee accounts 
and cash records. 

2. Preparation of payrolls and payroll vouchers, and maintenance 
of individual leave, retirement, and earnings records. 

3. Provision of historical finance information for budget purposes. 

4. Preparation of financial statements. 

5. Receipt and handling of cash. 

He should provide functional guidance to agent cashiers in regional 
offices under center jurisdiction and should work closely with the 
director of the Budget and Finance Service of the department. 

As indicated in exhibit X, the division should be organized in four 
sections. 

The Accounting Section should maintain the general accounting 
records and allotment ledgers, approve disbursements for adequacy 
of funds and prepare financial statistics and reports. 

The Employees Accounts Section should maintain payroll, retire- 
ment, savings bond, tax, and leave records; prepare and certify pay- 
rolls; and prepare related reports as pial 

The Voucher Audit Section should audit and certify for payment all 
vouchers covering purchases by the center, administrative expenses, 
travel and payments of gratuities and purchase of property and serv- 
ices for loan guaranty operations. 

The Agent Cashier Section should handle all cash transactions for 
the three centers and should receive and deposit collections for other 
departments, such as insurance premium payments, refunds of over- 
payments and items of a similar nature. 
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Exuisit X 
VETERANS ADMINISTRATION 
VETERANS SERVICE PROGRAM 


Proposed Plan of Organization 
VETERANS SERVICE CENTER 
BUDGET AND FINANCE DIVISION 
April 1952 
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In addition to the four sections, the chief of the division should have 
a budget officer who should be responsible for budget administration, 
the compilation of the budget for the center and the provision of 
budget assistance to the managers of the other centers located in the 
facilities of the Veterans Service Center, as requested. 

Two activities now conducted by the Finance Division of a regional 
office have been transferred to the other operating programs. These 
are the handling of beneficiaries’ accounts and the audit of institutions, 

(8) Supply Division—The Supply Division should be responsible 
for the procurement, storage, control and issue of supplies and equip- 
ment required for the activities located in the physical facilities of 
the Veterans Service Center. With the exception of the Engineering 
Section, the division should be organized in three sections as at present. 

The Procurement Section should make local purchases of authorized 
items. In addition, it should handle bills of lading and other traffic 
transactions connected with the procurement of supplies. 

The Property Accounts Section should requisition supplies and 
equipment purchased centrally, maintain stock control records and 
control physical inventories. 

The Warehouse Section should receive, inspect, store, issue and ship 
supplies and equipment. 

(9) Public Information Officer—The public information officer 
should be responsible for the development of local information pro- 
grams ; maintenance of good relations with local press, radio and other 
information media; preparation and release of information for public 
use; and advice and counsel on public information matters to man- 
agers of Vocation Rehabilitation and Education and Loan Guaranty 
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Centers and of hospitals and Medical Centers throughout the terri- 
tory. He should work closely with these managers in the development 
and implementation of public information programs and with re- 
gional office managers in the territory in the development and release 
of local publicity incident to the public information program of the 
Veterans Service Department and the maintenance of good public 
relations locally. 

(10) Veterans Service Division—The Veterans Service Division is 
the successor of the present Contact Division. It should consist of 
two sections. 

The Veterans Service Center Section should be responsible for pro- 
viding information concerning Veterans Administration benefits and 
programs to veterans at the center and for assisting them in the prepa- 
ration of applications for services and benefits. It should be respon- 
sible for forwarding these applications promptly to the proper cen- 
ters of other oper ating departments for processing and for explain- 
ing to veterans actions taken. It should be responsible for taking 
action to expedite answers to veterans’ inquiries concerning the status 
of applications, for answering complaints and for conducting re- 
quired correspondence with veterans. 

The Field Section should be responsible for supervision of VA of- 
fices directly subsidiary to the center and of veterans service represent- 
atives in hospitals in the immediate territory of the center in the pro- 
vision of the services described above. 

Recommended plan of organization of a regional office—Under the 
proposed plan of organization, the activities of regional offices will 
consist primarily of the maintenance of personal contact services for 
veterans. The regional office manager should be responsible for the 
provision of these services at the regional office and at subsidiary VA 
offices ; for the provision of guardianship services in the assigned terri- 
tory; for the development of budgets for the operations of the regional 
office; for the maintenance of good relations with employees of the re- 
gional office; for the maintenance and operation of regional office fa- 
cilities; for the stor age and issue of required supplies; for the de ‘velop- 
ment of favorable local relations with veterans, the public, veterans’ 
organizations and other groups and individuals interested in Veterans 
Administr: ation and its programs; and for the provision of residency 
services for employees of other departments located in facilities under 
his jurisdiction. To assist him in the fulfillment of these responsibili- 
ties, he should have the organization shown on exhibit XT. 

(1) Supervising attorney—The supervising attorney should be 
responsible for the direction of guardianship attorneys and field exam- 
iners required for the local conduct of the gui wrdianship program. 

(2) Administrative Section—The Administrative S Section should 
be responsible for the handling of incoming and outgoing mail: the 
provision of transportation for employees located at the regional office 
and for veterans and beneficiaries as authorized ; the provision of tele- 
phone and teletype services; the requisitioning, storage, and issue of 
required supplies; administration of safety and fire protection pro- 
grams; space allocation; maintenance and operation of regional office 
facilities; provision of messenger, janitor, and guard service; and 
the handling and control of vet terans’ records. This work should be 
conducted by four units, a mail unit, a supply unit, a records control] 
unit, and a services unit. 
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(3) Agent cashier—The agent cashier should be responsible for the 
receipt and deposit of cash and the maintenance of a petty cash fund. 

(4) Personnel officer —The personnel officer should be responsible 
for the hiring of regional office personnel, for assistance to the man- 
ager in the maintenance of employee relations, and for the initiation of 
required personnel actions. 

(5) Veterans Service Section—This section should be responsible 
for providing information to veterans and for assisting them in mak- 
ing application for benefits and services. It should also handle com- 
pla ints, take action required to expedite. answers to inquiries concern- 
ing the status of applications, explain actions taken and maintain 

required correspondence with veterans concerning these matters. 
This section also should be responsible, through a field unit, for super- 
vision of subsidiary VA offices and of veterans’ service representatives 
in hospitals in the assigned regional office territory. 

The organizations of Veterans Service Centers and regional offices 
under the proposed plan of organization for the agency have been 
described in this chapter, and the organization changes in existing 
regional offices required by the proposed plan have been outlined. 

Because of their extensive nature, these organization changes will 
necessitate careful planning and thorough testing before they can be 
accomplished throughout the country. ~ Accordingly, it is proposed 
to establish one Veterans Service Center on a pilot basis. During the 
period while this is being accomplished, an interim plan of organi- 


zation will be required for regional offices. This is discussed in the 
next chapter. 


V. Inrertw Puan or Recionat Orrice OrGANIZATION 


As indicated previously, it is recommended that one veterans’ serv- 
ic e center be organized as a pilot install: ation and be thoroughly tested 
in operation before other veterans’ service centers are organized. In 
subsequent volumes it is also recommended that a pilot center be 
established for each opertaing department, that is, a Medical Center, 
a Claims Center, a Vocational Rehabilitation and Education Center, 
and a Loan Guaranty Center. While these centers are being organized 
and tested, an interim plan of organization will be required for those 
regional offices not involved in the pilot installations. This interim 
plan of regional office organization fe discussed in this chapter 


7 Transfe oe sponsibility for operation of We4 dical divisions nN all 
regional offices to the Department of Medicine and Surgery 

Administrative responsibility for medical divisions in regional 
offices not involved in the pilot installation should be transferred from 
regional oflice managers to the Dep: urtment of Medicine and Surgery 
as soon as the central office of the department is organized as recom- 
mended in volume V. This will place all clinic operations under the 
administrative direction and control of the department. However, 
since medical centers will not be organized to provide supervision of 
these operations, except for the clinics involved in the pilot medical 
center installation, it will be necessary to provide for administrative 
supervision from central oflice. Accordngly, it is recommended that 
19 qualified supervisors be appointed on a temporary basis to provide 
intertin administrative supervision over hospitals and clinics, each 
assigned to a proposed medical center area. These supervisors should 
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report to the assistant chief medical director for operations and should 
be responsible for the operation of the clinics. ‘They may find it more 
convenient to locate within the assigned area, or they may work di- 
rectly out of central office. They ‘should, however, spend most of 
their time in the field. Regional oflice managers should be divorced 
of any responsibility for clinic operation except that of providing 
required administrative and residency services during this interim 
period. 


Transfer responsbility for operation of adjudication divisions in 
all regional offices to the Claims Department 


In a similar manner, adjudication divisions in regional offices not 
involved in the pilot installation should be tr: ansferred to the Claims 
Department as soon as the central office of the department is organized 
«us recommended in volume VII. In this case it is recommended that 
nine qualified supervisors, each assigned to a proposed claims center 
area, be appointed on a temporary basis to provide interim supervision 
of these field activities by the department. Regional office managers 
should continue to provide administrative and residency services to 
ndjudication divisions as at present, since only the tec hnical opera- 
tions of the division should be transferred to the Claims Department. 


3. Transfer res ponsbility for operation of vocational rehabilitation 
and education divisions in all regional offices t 0 the VOCE ational 
Rehabilitation and Education De partme nt 

As soon as the central office of the Vocational Rehabilitation and 
Education Department is organized as recommended in volume VIII, 
the responsibility for the tec nical operations of Vocational Rehabili- 
tation and Eduetion Divisions in all regional offices not involved in 
the pilot installation should be tri ansferred from regional managers 
to the Vocational Rehabilitation and Education Department. To pro- 
vide for adequate supervision by the ee 13 temporary super- 
visors should be assigned to the remaining 3} proposed Vocational 

Re — ition and Educ ation Center areas, ene ‘tively. Residency 

and administrative services should continue to be provided to these 

divisions by regional office managers. 


f 


Transfe r re sponsibility for ope ration of loan quaranty divisions 

in all regional offices to the Loan Guaranty De partment 
As soon as the Loan Guaranty Department is established as recom- 
mended in volume LX, responsibility for Loan Guaranty Divisions 
in all regional offices not involved in the pilot installation should 
be placed with the Loan Guaranty Department. At this time 11 
temporary supervisors should be appointed, each responsible for the 
direction of loan guaranty activities in respectively assigned areas 
corresponding to those recommended for the remaining Loan Guar- 
anty Centers as proposed. Residency and administrative services, 
including legal service, should be provided to these divisions by 
regional managers during the interim period. 


5. Transfer responsibility for the remaining operations of all regiona 
offices to the Veterans Service Department 
After the foregoing transfers have been effected and the central 
office of the Veterans Service Department has been organized as 
recommended in Chapter III of this volume, the responsibility for 
regional-office operations should be transferred from the deputy ad- 
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ministrator to the Veterans Service Department. Regional office 
managers, except those involved in the pilot-center installation, should 
thereafter report to the Veterans Service Department through 13 
temporary field supervisors assigned, respectively, to the areas of 
the proposed Veterans Service Centers. Other than in the pilot 
center, regional-oftice managers so reporting would continue to be 
directly responsible for legal, administrative, finance, budget, per- 
sonnel, supply, engineering, and organization and methods activities 
and the personnel of these operations in the regional offices and their 
territories as well as for contact activities and subsidiary VA offices 
(exclusive of clinic operations). 
G. Establish the engineering section of the Supply Division as a 
separate division 

The only other change in organization that is required within re- 
gional offices not involved in the pilot installation to place them in 
line with the proposed central-office organization plan during the 
interim period is the establishment of the engineering section as a 
separate division. This is required because of the separation of 
supply and engineering functions in the top-management organiza- 
tion plan. 


7. Continue functional guidance of staff services in regional — 


not involved in the pilot installation by staff departments at cen- 
tral office 


It is proposed, during the interim period, to continue direct. func- 
tional guidance of staff services in regional oflices not involved in 
the pilot installation by the staff departments in central office. The 
staff officers in the Veterans Service Department at central office should 
devote their full attention to the pilot installation during this period. 
Since regional office managers will continue to provide direct super- 
vision over these staff services, no temporary superv isory organiza- 
tions will be required in the staff departments at central office. They 
should, however, continue during this interim period the inspection 
activities now conducted. 

A chart of the proposed interim plan of organization of regional 
offices is shown as exhibit XII. As indicated on this exhibit, the 
proposed plan provides for direct supervision of regional offices dur- 
ing the interim by the Veterans Service Department, with regional- 
office managers continuing to be directly responsible for the five staff 
service divisions currently supervised and, in addition, an engineer- 
ing officer and the Contact Division. Operating divisions are shown 
reporting directly to the corresponding departments at central office. 

This plan adapts regional-office operation to the proposed plan of 
organization for top management at central office with a minimum 
of change in organization relationships. In effect, it recognizes what 
is essentially occurring in actual practice today, since regional man- 
agers exercise little direction over the technical-program operations. 
‘These are mainly supervised from central office. 

The proposed plan provides for more direct supervision of these 
technical-program operations during this interim period and thereby 
establishes a logical basis for transition to proposed center operation 
after the pilot. installation has been tested, both in organization 
responsibility and in training of personnel required for center 
management. 
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Finally, the plan provides adequately for the administrative and 
residency services required by the program divisions during the in- 
terim period before the respective program centers are organized to 
provide them. 

In all respects, therefore, the proposed interim plan is geared to 
maintain operations in regional offices without undue disturbance and 
change during the interim period. At the same time it realines 
regional office responsibilities in line with the proposed top manage- 
ment organization structure so that adequate central office direction 
can be exercised in accordance with the revised responsibilities. — In 
both respects, therefore, it provides for the continuation of regional 
office service to veterans uninterrupted by the organization and oper- 
ating changes involved in installing the proposed plan of organization. 

The proposed interim plan is also flexible in that, as additional 
centers are established after the initial installation, those offices not 
affected can continue to operate under the interim plan, Thus the 
proposed center organization can be put into effect a step ata Umi 
without the disrupting effort of reorganizing the entire field orgami- 
zation at one time, 


Vi. Opreraring RecoMMENDATIONS 


The expansion of the present Contact Service into the Veterans 
Service Department, as outlined in the preceding chapters, will require 
some changes in) operating practices. Recommendations concerning 
these changes are discussed in this chapter. 
és. Lin prove planning oft per sonal sé] VICE to pete PAWS 

The determination of the amount of personal contact service which 
veterans should be provided and the geographical dispersion of such 
service is a difficult problem which requires continuous analysis and 
forward planning. Changes in laws, regulations, and programs gen- 
erate new questions in veterans’ minds and present new problems oi 
procedure to them. Consequently, such changes generally result in 
an lInerease in personal contacts, Unless such increases are anticipated 
and planned for, it is difficult during these peak loads to maintain th» 
quality of service to which veterans are accustomed. Planning of 
service requirements is further complicated by the specific restrictions 
on such service which Congress is prone to impose, 

In the face of these difficulties, Contact Service has done a remark- 
ably good job of maintaining adequate, competent, and timely service 
to veterans. It is important that this quality service be maintained, 
for poor or delayed service at the point ot personal contact would 
quickly generate complaints and foster deteriorating public relations. 
It isalso important that the cost of this service be carefully controlled. 
Because of this the Veterans Service Department should devote early 
attention to the development of more effective means of measuring re- 
quirements for personal contact service to veterans and of determining 
the location of VA offices. S 

Although the present arithmetical measurement of service throuch 
recording of the number of interviews has been better than no standard 
of measurement, it does not represent a thorough analysis of the need 
forservice. Varying interpretations are placed upon what constitutes 
a contact. With such great emphasis on quantitative measurement 
and with no means of verifying reported contacts, there is a tendency 
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to report many contacts of brief duration which are not of the same 
importance and do not require the same degree of competency as many 
other more extensive contacts involving more complex problems. It 
is suggested, therefore, that more penetrating analyses of the nature 
of contacts be made on a test basis to provide data more usable for 
sound planning. Such a test analysis program should, however, be a 
continuous one. 

With respect to the location of VA offices, the Veterans Service 
Department should undertake a thorough review of existing offices to 
determine whether they are in the most effective location. It was sur- 
prising to find that approximately 60 percent of VA offices are not 
located in recognized trading centers. In contrast, there are 115 ree- 
ognized trading centers in which Veterans Administration has no 
contact representation. Generally, the veteran population is geo- 
graphically dispersed in proportion to total population and has the 
same travel and trading characteristics. Therefore, trading centers 
should be the locations from which Veterans Administration could 
serve veterans most effectively at least cost. 

Although it is recognized that there are concentrations of veterans 
resulting from special circumstances which would necessarily require 
deviation from trading centers, the rather general deviation found in 
the present location of VA offices raises a serious question concerning 
the location policy which has been followed. For these reasons, a 
complete review is recommended. Every effort should be made to 
obtain veteran population statistics by counties, as this would provide 
the most reliable guide to effective location of offices. Failing this, 
consideration should be given to relocating in trading centers » manv 
of the offices not now in trading centers. 


2. Establish and enforce definite policies with respect to activities of 
Veterans Service representatives 

As was indicated in chapter II, there is a growing tendency among 
contact representatives to “sell” benefits and services to veterans and 
to actively promote the granting of applications for benefits by per- 
sonally representing veterans before rating boards. Definite state- 
ments of policies and firm enforcement of them are required with 
respect to both of these activities. 

Veterans Administration is not a promotional organization. Its 
primary objective is one of service; therefore, personal contacts with 
veterans should be limited to providing the service requested by 
veterans. 

The establishment of claims centers will preclude, to a great extent, 
personal representation of veterans by e mployees of Veterans Admin- 
istration. Inthe meantime, however, veterans’ service representatives 
should be prohibited from acting as the advocates of veterans. 
Veterans’ organizations are organized to provide needed representa- 
tion of veterans in all Veterans Administration offices. In this respect, 
they are performing a very worth-while service, and, therefore, such 
functions should be placed in their hands. 


, . ° Y 
Delegate full ope rating authority to Veterans Nervice Center 
VPRANACETS 


In line with the plan of organization, full authority to direct and 
control operations should be delegated to Veterans Service Center 
managers, subject only to clearly defined policies and broad mandatory 
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procedures where uniformity of action is essential to compliance with 
laws and regulations or to interchange of information and records. 

Veterans Service Centers will have two basic responsibilities, the 
provision of prompt, reliable service to veterans and the provision of 
effective service to other operating departments. The accomplish- 
ment of these two objectives requires great flexibility of management 
to meet varying conditions; consequently, it is important that Vet- 
erans Service Center managers have wide latitude to make day-to-day 
decisions requisite to good service. 

Managers should develop center budgets and should participate in 
any adjustments to those budgets necessitated by budget coordination 
at central office, by reviews by the Bureau of the Budget or by reduc- 
tions in appropriations. Within approved allotments and within 
the limitations of the Budget and Accounting Act, managers should 
have full authority to utilize funds for the best interests of good 
service to veterans and other departments, including the transfer of 
needed funds between regional offices or between staff service activities 
as varying workloads require. In developing budgets, managers 
should be guided by improved standards of work measurement, as 
previously discussed, and by stafling patterns. However, these man- 
agement devices should be guides only and should not be mandatory. 

“Tn connection with the dev elopment of more meaningful work meas- 
urement standards, the accounting system should be revised to provide 
for accumulation and reporting of cost data which will measure com- 
parative per formance of centers and regional offices against the 
standards. This will provide the field operations manager with in- 
formation which will enable him to devote his attention to those sit- 
uations where performance is poorest. 

A complete review should be made of the reports now produced in 
connection with Contact Service and regional office operation. Much 
of the material now included in reports is statistical information which 
serves little purposes in controlling operations. A simplified report 
structure should be developed which 1s geared to use by center man- 
agement in directing and controlling operations. As indicated above, 
these reports should reflect: cost data compared with standards rather 
than historical statistics. Reports should be so designed that they 
reflect. performance by organizational responsibility so that each execu- 
tive may be held fully accountable for results of his operations. 

With the development of improved performance standards, addi- 
tional cost data and a more meaningful set of reports, the present 
system of inspections should be abandoned in favor of direct action by 
management personnel. The field operations manager should be in 
frequent personal consultation with each manager of a veterans serv- 
ice center to assist him in his problems and to review results of opera- 
tions. Likewise, each manager of a veterans service center should be 
in frequent personal contact with each regional office manager report- 
ing to him. In addition to these management contacts, frequent re- 
fresher training courses should be given to all employees to assure un- 
derstanding of established policies and procedures. Funds spent in 
positive programs of these types will be much more productive of good 
service than funds spent for inspections which, with few exce ptions, 
are negative in character. 

With the management approach outlined briefly in this section, 
based upon delegation of authority and control at the management 
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level by attention to out-of-line performance, effective service will be 
developed with sufficient flexibility to meet the varying conditions in- 


herent in field operations of the type conducted by the Veterans Serv- 
ice Department. 


Continue to emphasize training and development of veterans service 

representatives 

Splendid results have been attained from the training programs 
that have been conducted for contact representatives. Representa- 
tives have to have a thorough knowledge of all benefits and services 
and of established procedures pertaining to all programs. In addi- 
tion, they must be skilled in dealing with people, in handling different 
personalities, and in imparting knowledge to others in clear and under- 
standable language. ‘They must be tactful, pleasant, and persuasive. 
Personal requirements, therefore, are quite exacting. 

In view of these requirements, good personnel administration is 
essential to the success of the veterans’ service program. Qualification 
standards should be carefully established so that qualified employees 
are selected throughout. The training effort should be continued and 
intensified with frequent referesher courses for representatives. An 
effective performance rating plan, suitable for the type of work 
being performed, should be deve loped. Position classifications should 
be thoroughly reviewed to assure that they reflect the requirements 
of the positions. 

Personnel administration is an important function in the opera- 
tions of the Veterans Service Department. The personnel director 
and the center personnel officers have an opportunity to contribute 
greatly to the accomplishment of departmental objectives in assisting 
the field operations manager and the center managers in the develop- 
ment and maintenance of a competent, loyal, and enthusiastic staff. 
Management should recognize the importance of the personnel func- 
tion to the service program by continuing the emphasis on training 
and development which has proved so effective in the past. 

Develop a manual for veterans service representatives 

Much of the effectiveness of advice and counsel offered by veterans 
service representatives depends, to a great degree, upon the accuracy 
and availability of authoritative information concerning the various 
benefit programs. ‘The present system of providing this information 
is both haphazard and complex. Representatives receive the multi- 
tudinous manuals, bulletins, technical issues and other material issued 
by each of the offices at central office. This material is not digested, 
nor even adequately indexed for ready reference. Representatives 
have not the time to familiarize themselves thoroughly with this mass 
of material. The most obvious evidence of the inadequacy of the pres- 
ent issue system for contact purposes is the wide use which is made 
of the American Red Cross Handbook by representatives in the field. 

It is imperative that Veterans Service Department develop, for use 
by representatives, a compact manual which will present, in sum- 
marized form, clear statements of programs and procedures indexed 
to facilitate usage and that this manual be kept current through 
prompt issuance of revised pages. Such a manual should— 

(1) State clearly the benefits and services available to veterans, their 
beneficiaries and their dependents. 


ipomtincn! 


4 








tits 


tio 


vet 
zat 
vic 
inf 
in 
ot 
6. 
Vik 
in 
ce 


th 


ol 
m 


bh Sf 


—_ iO rhe / 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 427 

(2) State clearly the legal eligibility requirements for such bene- 
tits and services. 

(3) Explain the procedures for handling and processing applica- 
tions for benefits and services. 

The importance of complete, current and concise inform: ition to the 
veterans service program has been recognized in the proposed organi- 
zation plan. The Interdepartmental Liaison Service has been pro- 
vided with primary responsibility for obtaining complete and current 
information from the departments and for digesting that information 
in form suitable for use by veterans service represenatives. 

This program should receive the early attention of the management 
of the department. 


Re VISE the Jie thod of maintaining and controlling etre PANS? fil 8 

At present the C folder is the basic veterans’ file, although separate 
medical, vocational rehabilitation and education, loan guaranty and 
insurance folders are also maintained. C numbers are controlled in 
central office, and a master index and a locator file are maintained 
there. 

Contact representatives frequently require information from these 
folders, particularly the C folder: consequently, there is much passing 
of records back and forth or, in lieu of transfer, abstracting of infor- 
mation. In some cases, contact representatives have attempted to 
maintain card records of pertinent information to provide information 
required in the handling of veterans’ applications and requests. 

In recognition of the need of veterans service re presentatives for 
complete and current information concerning benefits applied for and 
granted; to meet the requirements of the new form of organization 
recommended for Veterans Administration; and to minimize the fre- 
quency of transfer of records, a revised method of handling veterans’ 
files is outlined briefly in the following paragraphs. 

(1) Establishment of the basic record —The basic veterans’ record 
should be the veterans service file maintained by the Veterans Service 
Department in Veterans Service Centers and sy offices. It 
should be established upon the initial application of a veteran for 
benefits or services. It should contain the basic ean of military 
service and a summary record of all applications and all benefits or 
services granted. It should be identified by C number just as claims 
files are now. 

(2) Re sponsibility for veterans Service file —Each veter: in is dis- 
charged in a designated location which is indicated on his discharge 
papers. The oflice covering the area in which the veteran is discharged 
should be responsible for initiating the record, issuing the C number 
from blocks assigned by central office and maint: lining subsequent 
control over the record. 

(3) Sup ype mentar Y rec 0rds re quire d.- Eae h ope ri ating de pe irtment 
should maintain separate files, as is done today. These files should 
contain all of the basic data pertaining to applications and actions 
under program jurisdiction. 

(4) Use of the veterans service Tolde P: 

1. Veteran applies for initial benefit. 

Discharge papers indicate the area of discharge. 

The regional office or Veterans Service Center responsible for 
that area is requested to obtain the required military documents, 
assign a C number and prepare the folder. 
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4. Representative assists veteran in completing application (pre- 
pi ared in SIX copies). 

). Representative retains sixth copy in veterans service file and for- 
Ww ands first five to the office of jurisdiction of the interested program 
department. (See appendix. ) 

6. When application is accepted or rejected, program department 
sends fifth copy to the office originating the application, indicating 
action taken on it. This is placed i in the veterans service file, and the 
sixth copy is destroyed. If application is accepted, first three copies 
go ~ the office or unit responsible for providing the benefit or service. 

. When entitlement ceases, the unit or office providing the benefit 
or service makes proper record on the first and second copies and 
sends them to the Veterans Service Department office and the program 
department, respectively. 

8. Veterans Service Department office destroys fifth copy and re- 
places it with first copy. 

Thus the Veterans Service Department has at all times a complete 
and up-to-date record in file of all applications, the action taken, the 
benefits and services awarded, those being provided currently and 
those which are completed. 

(5) Control over veterans service folders.—As indicated, the initiat- 
sa office should be responsible for control over the veterans service 
folders which it initiates. When a transfer is requested by another 
office, the initiating office should replace the forwarded file with a 
control card showing to which office it was sent: Ifthe veteran makes 
application to or has contact with a third office subsequently, his dis- 
charge papers will indicate the discharge location and consequently 
the controlling office to contact for determination of the current loca- 
tion of his file. If the file is subsequently transferred to the third 
office, the responsible office should be so notified by the office making 
the transfer. In addition, the transferring office should maintain a 
control card in its files showing the office to which the record was sent. 

The proposed file system discussed previously should be instituted 
for new veterans and for veterans not now receiving benefits and serv- 
ices as they apply for them in the future. It will provide the V eterans 
Service Department with the information required for effective service 
to veterans. It will greatly minimize the transfer of C folders and 
other records which occur now, with all the attendant controls re- 
quired to keep track of the many and frequent transfers. It will save 
considerable time of veterans service representatives, who now have 
to review a great deal of technical material to obtain the information 
they require. It will provide, for the first time, a complete record 
in one place of the transactions of a veteran with Veterans Adminis- 
tration. It provides a basic means of control over folders which is 
inherently simpler than the present method. 

After perfection of this procedure during the installation period, 
consideration should be yiven to the possibility of establishing similar 
veterans service files for all active award cases. If it is found that 
the cost of such a conversion is less than that involved in maintaining 
the present master index and locator files until these cases are closed, 
the conversion should be made and the master index and locator files 
discontinued when it is effected. If the cost is greater, these master 
files should be continued for present active award cases only. 
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Develop a program of preventive maintenance 

Although Veterans Service Centers and regional offices are generally 
maintained and operated by General Services Administration, this is 
done on a service basis. The basic responsibility for the quality of 
maintenance and the standards of operations rests with Veterans Serv- 
ice Department. 

Some of the offices visited during the survey were only in fair condi- 
tion. All offices should be maintained in excellent condition, particu- 
larly oftfives visited frequently by veterans. To accomplish this it is 
recommended that the Veterans Service Department develop a positive 
program of preventive maintenance and establish standards of facility 
operation which Veterans Administration desires. General Services 
Administration should then be requested to carry out these programs 
and maintain these standards to the satisfaction of Veterans Ad- 
ministration. 

8. Strengthen the public information program 

The proposed plan of organization provides for the transfer of 
public information field representatives to the Veterans Service De- 
partment under direction of Veterans Service Center managers. This 
will provide each manager with the skilled assistance required to 
develop an effective public information program for the area under 
his jurisdiction. Such a program should, of course, be coordinated 
with the public information programs of other operating departments. 
It should have continuity of purpose in the furtherance of specific 
objectives or the alleviation of specific problems. 

Good service to veterans, supplemented by a strong, dynamic, and 
purposeful public information program designed to meet local situa- 
tions, will contribute greatly toward the development of more favor- 
able public reaction to Veterans Administration and its programs. 


VIL. Scuepune or INsTALLATION 


In order to realize fully the benefits resulting from the basic organi- 
zation plan proposed for the Veterans Administration in volume II 
of this re port, the recommendations contained in this volume which are 
closely related to the basic organization recommendations should be 
placed in effect as soon as possible. 

The ultimate plan of organization for the Veterans Service Depart- 
ment contemplates the transformation of 14 regional offices into Vet- 
erans Service Centers and the establishment of responsibility for 
assigned regional oflices with these service centers. The steps neces- 
sary to achieve such a reorganization need to be timed properly and 
coordinated with the over-all installation schedule for the entire Vet- 
erans Administration. Corresponding to this over-all schedule, the 
schedule of installation for the Veterans Service Department should 
be accomplished in five phases during a period of 11 months. These 
phases of installation are summarized below. 

Phase 1. Preliminary preparation—This should include review and 
discussion of the report with key executives of Contact Service, selec- 
tion and indoctrination of a departmental installation officer and 
determination of recommendations to be included in the program of 
installation. 
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Phase II. Installation planning.—During this phase of installa- 
tion, selection of executives to staff the new organization should be 
made; new or modified positions classified; space, facilities and per- 
sonnel requirements determined ; and new or revised methods and pro- 
cedures developed as required. 

Phase III, Central office reorganization.—Changes in central office 
organization and operation planned in phase IL should be etfectuated 
at this time. The departmental staff should be assembled and organ- 
ized. ; 

Phase IV. Field office reorganization—This involves implemen- 
tation of the planned changes in organization and operation of field 
stations and any pilot or test application of new procedures and 
methods of operation. 

Phase V. Operational follow-up.—A review of installation to as- 
sure completeness and to develop changes or modifications which ex- 
perience indicates are advisable should complete the installation. 

Details of the proposed plan of installation are included in the 
following sections. 

1. Preliminary preparation 

The Assistant Administrator of the Veterans Service Department 
should be assigned responsibility for directing and controlling the 
installation of recommendations within the Veterans Service Depart- 
ment according to the master schedule. 

In turn, the Assistant Administrator should appoint an installation 
officer for the Department to maintain haison with the installation 
coordinator on the Administrator’s staff. The duties of the installation 
officer with regard to internal installation within the Veterans Service 
Department should be similar to those of the installation coordinator 
for the entire installation. This would include development of staffing 
patterns, personnel requirements, procedural changes, facilities re- 
quirements, and control over the various installation projects. 

In selection of the installation officer for the Veterans Service De- 
partment, consideration should be given to assigning the duties of 
this position to the director of the Administrative Service. Functions 
of the installation officer more closely resemble functions of this 
position than those of any other position in the Department. 

After the installation officer has been selected, decision should be 
made concerning the specific recommendations to be included in the 
installation. At this point, meetings should be held with the veterans 
service executives in central office and field stations to present the 
proposed organization and operating changes. 

2. Installation planning 


The detailed steps to be taken in phase II in planning for the 
installation are presented below. 

(1) Select and appoint individuals for each key position. The 
abilities and personal characteristics of the present incumbents of key 
positions should be reviewed carefully to determine capacity to fulfill 
added or revised responsibilities and adaptability to the new manage- 
ment philosophy of operating under a decentralized plan of organiza- 
tion with operating and staff functions clearly segregated. 

(2) Make known to the entire Veterans Service Department per- 
sonnel the moves to be made in key positions and the individuals to 
be appointed to key positions. 
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(5) Organize the activities of the director of the Personnel Service 
so that he may assist in the revision of job descriptions and classifica- 
tions required by the installation. 

(4) Revise position descriptions of all key jobs in the Veterans 
Service Department as required by the recommended organizational 
changes; classify these according to Civil Service Commission regu- 
lations. 

(5) Prepare revised organization charts and manual pages for 
MECH. 

(6) Develop revisions of procedures where this is necessary. 

(7) De a obtain, and prepare lay-outs for physica] facilities 
required by the Veterans Service Department to place the recom- 
mendations in effect. 

(8) Hold a series of discussion meetings to assure that the key 
executives have a complete understanding of the manner of operating 
under the new plan. 

(9) Place responsibility with each executive to effect the installation 
of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Veterans Service Department whose assistance is needed in the instal- 
lation of operating recommendations. 


3. Central Office reOrganiz ation 


Once the planning has been completed for the Veterans Service 
Department installation program, steps should be taken to put the 
program into operation. The following sections indicate the major 
actions required. 

(1) Separate Contact Nervice trom the Office of (‘ontract and 
d | diministrative iN¢ rvie CNX and ‘ stablish it as the nucle US of the Ve te TANS 
Nervice De partment with an assistant administrator in charqe— 
Except for the reporting relationship between the Assistant Admin- 
istrator for Contact and Administrative Services and the Director of 
Contact Service, Contact Service is a fairly independent operation 
at the present time. Therefore. this first step in creating the Veterans 
Serv es Department is largely a matter of changing title and clearly 
establishing the position of the new assistant administrator and the 
funetions of the Veterans Service Department. Because of the close 
and rather complex relationship existing between the Veterans Serv- 
ice Department and other departments, the status of the Veterans 
Service Department should be made clear throughout Veterans 
Administration. 

(2) Establish the Field Operations Service—This step involves 
reorganization of the present group of field supervisors and the 
appointment of a manager of operations. 

(3) Organize staff services —This involves appointment of directors 
of the Budget and Finance, Personnel, Administrative, Supply, Engi- 
neering, and Legal Services and the selection and transfer of subordi- 
nate e mployees as required, 

(4) Dee lop the Interde partie ntal Liaison Service—Functions of 
this service are presently performed on a limited basis in the field 
supervisory group. Qualified personnel should be selected and 
appointed to this service on a full-time basis. 

(5) Transfe r Foreign Relations Service to the Veterans Service 
Departme nt. 
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4. Field office reorganization 

Installation work in the field includes the initiation of new and 
revised procedures, the installation of a pilot center and the establish- 
ment of the interim plan of organization. The sequence of installa- 
tion is indicated below. 

(1) Transfer responsibility for regional office operation from the 
Deputy Administrator to the Veterans Service Department. 

(2) Transfer responsibility for guardianship operations to the 
Veterans Service Department. 

(3) Z'ransfer contact representatives in hospitals and domiciliaries 
to the Veterans Service Department. 

(4) Znstall the interim plan of field organization.— 

1. Transfer administrative responsibility for Medical Divisions 
from regional office managers to the Department of Medicine and 
Surgery. 

2. Transfer responsibility for Adjudication Divisions to the Claims 
Department. 

3. Transfer responsibility for Vocational Rehabilitation and Edu- 
cation Divisions to the Vocational Rehabilitation and Education 
Department. 

4. Transfer responsibility for Loan Guaranty Divisions to the Loan 
Guaranty Department. 

5. Establish Engineering Sections as separate divisions. 

6. Appoint 13 field supervisors to provide administrative super- 
vision over regional offices not involved in the pilot Veterans Service 
Center installation. 

(5) Organize a pilot Veterans Service Center at 1 of the 14 proposed 
locations of Veterans Service Centers.— 

1. Appoint a Veterans Service Center manager responsible to the 
field operations manager. 

2. Plan, obtain, and prepare space and facility requirements. 

3. Relocate Adjudication Divisions of the regional offices involved 
in the pilot center installation and the accompanying administrative 
personnel in the pilot Claims Center. 

4, Relocate Vocational Rehabilitation and Education Divisions of 
the regional offices involved and the accompanying administrative 
personnel in the pilot Vocational Rehabilitation and Education 
Center. 

5. Relocate Loan Guaranty Divisions of the regional offices in- 
volved, the loan guaranty attorneys, and the accompanying adminis- 
trative personnel in the pilot Loan Guaranty Center. 

6. Transfer finance activities from regional offices involved to the 
pilot Veterans Service Center. 

7. Transfer other staff functions (legal, administrative, personnel, 
engineering, and supply) from regional offices involved to the pilot 
Veterans Service Center. 

8. Transfer administration of Veterans Service Divisions from the 
regional offices involved to the pilot Veterans Service Center. 

9. Transfer budget responsibility to the Budget and Finance Divi- 
sion. 

10. Transfer organization and methods examiners to the Adminis- 
trative Division. 

11. Transfer a public information representative to the pilot Vet- 
erans Service Center. 
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(6) Install operating recommendations.— 

1. Establish policies defining responsibilities of veterans service 
representatives. 

2. Delegate full operating authority to Veterans Service Center 
managers. 

3. Improve planning of the need for and location of personal service 
to veterans. 

(1) Review present location of VA offices. 

(2) Develop program of analysis of nature of contacts. 

(3) Develop more meaningful bases for measurement of con- 
tact requirements. 

4. Emphasize training and development of veterans service repre- 
sentatives. 

(1) Review and revise qualifications standards. 
(2) Review classifications. 
(3) Develop refresher training courses. 
(4) Develop an adequate performance rating plan. 
5. Develop a manual for veterans service representatives. 
6. Revise method of maintaining and controlling veterans’ files. 
(1) Develop and procure forms. 
(2) Develop and establish procedures. 
(3) Develop and establish controls. 
(4) Test procedures and controls. 
(5) Hold meetings of key executives to develop thorough 
understanding. 
(6) Start the procedure. 
(7) Investigate possibility of converting records for active 
awards, 

7. Develop a program of preventive maintenance. 

8. Develop a coordinated public information program. 

(7) Establish 13 other veterans service centers—After the initial 
pilot center is established and is operating properly, the other veterans 
service centers should be organized and established as rapidly as 
possible. 

§. Operational follow-up 

After the recommendations have been placed in effect or action on 
long-term projects has been initiated, the complete installation should 
be reviewed to determine the advisability of modification or alteration 
of any of the recommended changes. 


CONCLUSION 


The recommendations presented in this volume are designed to 
strengthen one of the most important functions of the agency, that of 
maintaining direct contacts with veterans. Veterans Administration 
was created primarily to provide veterans with one source of infor- 
mation and service with respect to the benefits and services available 
to them. The Veterans Service Department, recommended in this 
volume, fulfills that primary purpose of Veterans Administration. 
The importance of this direct service to veterans is recognized by the 
formation of this Department as a major operating department of the 
ugency under an assistant administrator responsible to the Adminis- 
trator and his deputy. 
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Administrative coordination of the various substantive programs of 
Veterans Administration is required at two points, at the top manage- 
ment level by the Administrator and Deputy Administrator and in 
the field at the point of contact with veterans. The activities and 
operations in between these points require procedural rather than 
administrative coordination. Organization of the Veterans Service 
Department with operating responsibility and authority over direct 
service to veterans in all field stations where it is required will 
improve coordination of the various programs at this important 
point of contact with veterans. 

The proposed plan of organization will also provide a direct chan- 
nel of information from the point of contact with veterans to the 
Administrator with respect to their reactions to Veterans Administra- 
tion programs, the quality of service being rendered by other operat- 
ing departments and the promptness with which benefits and services 
are being provided. This should facilitate corrective action on the 
part of the Administrator when such action is necessary. 

The establishment of public information officers as a part of the 
organization of the Veterans Service Department will place this De- 
partment in a position to take positive action to improve veterans’ 
and general public relations. It is at the point of contact with vet- 
erans that the problems of public relations are most apparent. There- 
fore, it is at this point that plans and programs for the improvement 
of these problem situations can be formulated most effectively. The 
proposed plan of organization, therefore, provides for needed im- 
provement in public Telations and in the coordination of publie in- 
formation and personal contact service. 

Personal service to veterans will be further strengthened by the 
development of the comprehensive veterans service manual, recom- 
mended in chapter VI, and the maintenance by the Veterans Service 
Department of complete information concerning each veteran’s his- 
tory with respect to benefits, services, and contact with Veterans Ad- 
ministration, as also recommended in chapter VI. 

The proposed plan of organization provides for the continuation 
of information service and direct personal assistance to veterans in as 
many and as widely dispersed locations as is necessary to meet the 
needs of veterans for such service with a minimum of travel on their 
part. This is fundamental to good service to veterans and to the accom- 
plishment of the basic purpose of Veterans Administration. Any 
curtailment of the geographical dispersion of these services strikes at 
the very heart of Veterans Administration. 

At the same time the proposed plan of organization provides for 
consolidation of administrative functions, which do not require and 
in fact are impeded by geographical dispersion, in 14 veterans’ service 
centers, with managers reporting directly to the Veterans Service 
Department. These centers are so located that full advantage can be 
taken of common administrative services where other operating de- 
partment activities are not of sufficient magnitude to justify occu- 
pancy of separate facilities. 
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The organization of 14 veterans’ service centers provides a workable 
span of supervision which can be maintained at the management level 
through personal contacts between responsible executives. In turn, 
the plan provides for more direct, personal supervision of regional 
office operations by grouping those offices under the veterans service 
centers and by establishing direct lines of authority and responsibility 
to center managers. 

It is estimated that administrative expenses can be reduced by at 
least $4,250,000 annually by the implementation of this proposed plan 
of organization. At the same time direct services to veterans will be 
improved. 

The recommendations presented in this volume are among the more 
important resulting from the survey because they are fundamental to 
the accomplishment of the basic objective of Veterans Administra- 
tion-—-good service to veterans. 
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MEDICAL PROGRAM 
ForeworD 


The present organization and operations of the medical program of 
Veterans Administration are disc ussed, and recommendations involv- 
ing far-reaching and major changes in organization structure and 
methods of operation for the program are presented in this volume of 
the report. 

The material in this volume is organized in five parts. Part I pre- 
sents the history and background of the medical program. ‘The four 
chapters in this part are devoted, respectively, to brief discussions of 
the nature of the medical program, the history of its development, its 
scope and its apparent future. 

The present organization of the medical program is summarized in 
part Il. The first chapter of this part presents a brief résumé of the 
various units of Veterans Administration organization involved in 
administration of the medical program. The present organization of 
the Department of Medicine and Surgery is See in Chapter II 
and that of Special Services in chapter III. The final chapter of part 
II describes the present form of medical field organization. 

The proposed plan of organization is presented in part III. Basic 
conclusions and major recommendations are summarized in the first 
chapter of this 2 rt, and the top plan of organization proposed for the 
Department of Medicine and Surgery is discussed in detail in the 
second chapter. Chapters III and IV are devoted, respectively, to 
supplementary central office organization for planning and for ad- 
ministration of operations. The three final chapters are devoted to 
operating organization of hospitals and clinics, homes, and canteens. 

Operational recommendations are presented in part 1V. The 12 
chapters of this part deal with the following topics: the need for 
reorienting operating policy; planning the medical program; utiliz- 
ing the medical community ; ‘ph: inning the domiciliary program; ad- 
ministering research; programing the construction of facilities; im- 
proving accounting, et ary and cost controls; simplifying essential 
control of operations; developing a constructive personnel program; 
improving engineering effectiveness; attaining more economy and 
greater flexibility in supply operations; and effecting further opera- 
tional improvement. 

Finally, part V presents a schedule for the installation of the recom- 
mendations presented in the previous parts. 

The medical program of Veterans Administration is the largest 
and most comprehensive medical and hospital service under one man- 
agement in this country. It provides three general types of service 
for veterans: hospital care, domiciliary care and outpatient treat- 
ment. In addition, many special services are made available to vet- 
erans with specified disabilities. 
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Medical and surgical care in hospitals is provided to veterans who 
qualify for such service in one of two ways. Any veteran may receive 
hospital care for a service-connected disability when he needs it. Such 

care may be provided in hospitals operated by Veterans Administra- 
tion, in other Federal- and State-operated hospits ils or in private or 
voluntary hospitals. A veteran may also receive care in a Veterans 
Administration hospital for a non-service-connected disability if (1) 
he signs a statement that he cannot afford to pay for care in a private 
hospital and (2) there is a bed available. 

Veterans Administration also operates homes for the care of vet- 
erans who, because of disabilities, are unable to earn a living or, in 
the case of peacetime veterans, are without means of support. Need 
for such care must be medically determined, and legal requirements 
that govern admissions are closely related to those which apply to 
hospital admissions. 

In contrast to the two general types of services described above, 
outpatient treatment is limited to service-connected disabilities only. 
By statutory provision, service connection includes disabilities of 
Spanish-American War veterans and of retired officers and veterans 
injured compensably bet ween the time of call to active duty and actual 
enrollment. Exce pt in emergency cases, veterans must secure authori- 
zation from Veterans Administration prior to outpatient treatment. 
Such treatment may be performed by Veterans Administration doc- 
tors and consultants or by approved private practitioners on a fee 
basis. 

Special types of facilities are operated to provide additional care 
and treatment for veterans with certain classes of disabilities. The 
nature and number of these facilities are indicated in the following 
table. 


Vumber in 
Type of facility: operation 


Amputee centers ese Stig Pa er 8 
Aphasia centers_ Siarsd Rie tiad ka ocean pth eas oe 
Audiology and speech ¢ CO rection centers Bite sea 3 29 
Blind retraining center e el Z 1 
Chronic catatonic center Ed Lone oe 2S 
Epilepsy centers ¢ sac po aoe ‘ 2 
Lobotomy centers ae hide eceideie te bcc Rhy ceeds sacle tae Sede 5 
Paraplegia centers “ ieee ea sated el Oe aio al wna 7 
Plastic eye and cosmetic restor ation labors \tories___- ; aie esnaenae ; 18 


Veterans Administration also conducts an extensive medical re- 
search program, supplementing and supporting medical care for vet- 
erans, and a substantial educational training program, essential to 
maintenance of quality in professional care. 

In addition to the strictly professional activities outline above, 
which are under the technical management of the Department of 
Medicine 3 Surgery, Veterans Administration also provides related 
services of a special nature under the technical direction of an As- 
sistant Administrator for Special Services. This office mobilizes, or- 
ganizes, and administers outside assistance of voluntary workers who 
provide various types of entertainment and professional services to 
veterans in hospitals and homes. Canteen service, through which 
veterans hospitalized or domiciled may obtain merchandise ‘and serv- 
ices essential to their comfort and well-being, is also provided. In 
addition, Special Services provides chaplains for all hhospitila and 
homes to provide spiritual guidance and assistance to veterans under 
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‘are. Finally, it provides various types of specialized recreation 
such as motion pictures, radio programs, and library service. 

On its creation in 1930, Veterans Administration inherited the re- 
sponsibility for providing medical and hospital care to veterans. It 
was authorized to use the facilities of the armed services, to take over 
certain existing public health facilities, to enter into contracts with 
oher Government agencies and private institutions tor facilities and 
to build facilities for this purpose. 

Veterans Administration has become involved increasingly in the 
practice of medicine ever since. Beds in Veterans Administration 
hospitals have increased in that time from about 40,000 in 1930 to 
more than 108,000 in 153 hospitals in 1951. There were about 30,000 
patients in Veterans Administration hospitals or hospitalized by Vet 
erans Administration in private or State hospitals at the end of the 
fiscal year 1980. The total for June 30, 1951, was 100.517, 

During fiscal year 1951, 444.883 veterans were admitted to Veterans 
Administration hospitals and 64,837 to other hospitals as approved by 
Veterans Administration. During the same period 18,837 members 
were admitted ¢o0 the 17 Veterans Administration homes. Patient 
visits to out-patient clinics totaled 3,072,753. 

At December 31, 1951, 129,371 employees were engaged in the medi- 
cal program, representing approximately 73 percent of the total em 
ployees of Veterans Administration. ‘The work of these employees 
was supplemented by the efforts of 4.860 part-time professional peo 
ple working on a fee basis, 800 purchase-and-hire workers and 77,400 
volunteer workers. 

The grand total cost of the medical program in fiscal year 1951 was 
$623,268,622. Estimated obligations for 1952 and 1953 are $679,001,- 
O80 and $700,940,000, respectively. 

The Administrator of Veterans Affairs is legally responsible for 
management and administration of this extensive medical program in 
conformance with laws, regulations, limitations, and appropriations. 
In turn, he has delegated to various executives in his top management 
organization the responsibility for administration and operation of 
specific phases of the medical program. Under the official plan of 
organization the managers of all field stations report to the Adminis- 
trator through the Deputy Administrator, who has administrative 
responsibility for their activities. Although principal direction of the 
medical program is provided by the Department of Medicine and Sur- 
gery and by Special Services, each of which is devoted almost entirely 
tothe medical program, other central office units, such as Construction, 
Supply and Real Estate; Personnel; Finance; and Budget Service, 
provide services essential to the program and exercise some control 
over appropriate parts of medical operations. Each of these units has 
so influential a voice in the management of medical affairs and so 
marked an effect on the operation of the medical program, as to be 
necessarily considered a part of medical administration under the pres- 
ent form of organization of Veterans Administration. 

The proposed organization of the medical program provides for 
complete integration of all phases of the program under one respon 
sible officer with full authority under the Administrator and with the 
staff services required for effective operation. It clearly establishes 
authority and responsibility for all phases of the operation of hos- 
pitals, domiciliaries and out-patient clinics with the Chief Medical Di- 
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rector. It provides for improved and more direct supervision of field 
station management. It clarifies the relationships of staff departments 
of the Administrator to medical operations and provides for adminis- 
tration of staff services required by the medical program within the 
Department of Medicine and Surgery under the direction of the Chief 
Medical Director. Finally, it reorganizes the Department of Medicine 
and Surgery so that the major management functions are clearly iden- 
tified and so that adequate authority and responsibility can be dele- 
gated to field station management with a minimum of voueilins ating 
effort. 

The more important recommendations for accomplishing these im- 
provements are summarized below. 


1. Organization recommendations 


(1) Delegate full authority to the Chief Medical Director to plan, 
direct, and operate the medical program. —This involves transfer of 
responsibility for administration of hospitals, domiciliaries and out- 
patient clinics from the Deputy Administrator to the Chief Medical 
Director. , 

(2) Transfer Special Services to the De partment of Me dicine and 
Surgery.—The oftice of the Assistant Administrator for Special Serv- 
ices will thereby be disbanded and the functions and personnel of that 
office transferred to the Department of Medicine and Surgery. 

(3) Consolidate all planning activities of the department under an 

‘nacre Chief Medical Director for planning reporting to the Chief 
Medical Director through the Deputy Chief Medical Director—This 
would bring under the direction and coordination of one executive all 
phases of planning the medical program, including the planning of 
such services as dental, dietetic, medical, nursing, pathology, phar - 
macy, physical medicine and rehabilitation, prosthetic and sensory 
aids, psychiatry and neurology, radiology, surgical, tuberculosis social 
and special services. 

(4) Appoint an Assistant Chief Medical Director for operations 
reporting to the Chief Medical Director through the Deputy Chief 
Medical Director—This will enable the Chief Medical Director to 
hold one executive responsible for effective use of facilities, staff, 
funds and supplies and equipment in rendering approved hospital and 
medical care to legally eligible veterans who request and require it. 

(5) Appoint an Assistant Chief Medical Director for research re- 
porting to the Chie f Mi dical Director through the De puty Chie f 
Medical Director.—This provides in the organization one executive 
who can be held fully accountable for the administration of the ex- 
tensive research program for which specific funds are separately ap- 
propriated. It involves the transfer of responsibility for the educa- 
tional program, now combined with research, to the Assistant Chief 
Medical Director for operations, since the education program is an 
integral part of field operations. 

(6) Establish a Budget and Finance Service under a director re- 
porting to the Assistant Chief Medical Director jor Operations.— 
This involves transfer of responsibility for maintenance of financial! 
and budgetary controls for the medical program from Finance and 
from Budget Service to the Department of Medicine and Surgery. 

( 7) Trans te Yr ve sponsibility tor mainte nance of hospital and homes 
equipment, buildings and grounds and for the ope ration of utilities 
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and other engineering services at hospitals and homes from Construc- 
tion, Supply and Real Estate to the De partme nt oft Mi dicing and 
Surgery. -Responsibility for these activities should be placed with 
a Director of Engineering Service reporting to the Assistant Chief 
Medical Director for Operations. 

(Ss) Transfer re sponsibility for proc urement, storage, control and 
disbursement of sup plies and equipment required by and for the 
medical program from Construction, Supply and Real Estate to the 
De partment of Medicine and Surgery.—Responsibility for these ac- 
tivities, including operation of supply depots, should be pl: ced with 
a Director of Supply Service responsible to the Assistant Chief Med- 
ical Director for operations. 

(9) Establish a Personnel Service w ithin the De partment of M. di- 
ia and Surgery.—This service, under a director reporting to the 
Assistant Chief Medical Director for Operations, should be respon- 
sible for personnel administration for the 129,000 employees engaged 
in the medical program. 

(10) Establish an Organization and Methods Service under a di- 
rector 7 porting to the Assistant Chief Medical Director for O— pera- 
tions.—This provides for the consolidation of such work, now being 
conducted in five separate parts of the organization, under the direc- 
tion of one executive. 

(11) Appoint a director of homes w sith full ve sponsibility for 
executive operation of the domiciliary program.—In recognition of 
the fundamental Giacemin between the oper: ation of homes and hos- 
pitals, and in order to place the Assistant Chief Medical Director for 
sueieetidti in a position to hold one executive fully responsible for re- 
sults of the domiciliary program, this position should be established 
under the Assistant Chief Medical Director for Operations. 

(12) Appoint a Director of Veterans Canteen Service re porting to 
zt he Assistant Chief MM, die al Dire Cc for for Oper ations and re sponsible 
jor fully ante cruaid ope ration of canteens in hospit als and homes. 
— hist segrennes of the Veterans Canteen Service should be fully 
integrated with its own staff services as established by law. 

{ i >) Ap poe nt a Director oft Hospitals and ¢ 'lintes re sponsibl to the 
Assistant Chie f Medical Director for O pe rations for direction of hos- 
pital and clinic operations throughout the field—This concentrates 
operating responsibility for the care and treatment of veterans in one 
position in the department organization. 

(1 t) E'stablis ch: 20) medi ( al centers, eae h wrt th ope rating res po Nsi- 
bility for and a uthority over the oper ation oF f hospitals and clinie S in 
an ASSIGN d Je gi area.—Managers of these centers, re porting 
to the Director of Hospitals and Clinics, should be responsible for 
direction and coordination of professional and administrative activi- 
ties of assigned hospitals and clinics. Managers of assigned hos- 
pitals should report to the medical center manager and chief medical 
officers of clinics to hospital managers as assigned. This establishes 
clear organization lines and reasonable spans of supervision through 
which operating authority and responsibility can be delegated. 

(15) Provide media al e nter MANATETS with re quire d administ rative 
staff —This should include a chief of professional services, a chief of 
the Budget and Finance Division, a chief of the 
Division, « personnel officer, and an engineering officer. 


Administrative 
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(16) Retain and strengthen relations with outstanding professional 
institutions, associations, and individuals.—This includes continuation 
of the Administrator’s Special Medical Advisory Group, the Board 
of Chief Consultants to the Chief Medical Director, deans commit- 
tees for teaching hospitals and consultants and attendings affiliated 
with all hospitals, and the organization of center medical advisory 
boards and medical odvisory groups for nonteaching hospitals. 

(17) Revise the plan of organization for hospitals.—The more im- 
portant changes involve the elimination of the position of assistant 
manager : the transfer of his budget functions toa Budget and Finance 
Division: the consolidation of medical records and office services in 
the Registrar Division; the elimination of the Communications and 
Records Division; the reassignment of Contact Service to the Vet- 
erans Service Department; the placement of Dietetic Service directly 
under the hospital manager; the placement of Special Services under 
the chief of the professional staff; and the elimination of assistant 
directors and assistant chiefs throughout the organization. 


2. Operating recommendations 


(1) Decentralize operating authority and re sponsibility to the 
fullest eatent practical—Decentralization of operating authority is 
required because of the wide geographical dispersion of operations and 
in the interests of more rapid and effective action at the point where 
it is required to provide effective service to veterans. Decentraliza- 
tion of management, provided for by the proposed organization plan, 
is essential to improvement of medic al oper: ations. 

(2) Improve planning of the 
planning requires reasonably accurate estimates of the size and variety 
of the potential patient load. Basie policies governing the eligibility 
of veterans for medical and hospital care need to be clearly and firmly 
established to make such planning possible. In addition, the extent 
to which medical care and treatment are to be provided needs to be 
clearly established “ five important areas. These are: Mental 
hygiene, dental, social, rehabilitation, and special services. 

(3) Kwetend teaching programs.—Teaching programs should be ex- 
tended to present hospitals which do not have them, and additional 
deans’ committees should be created. In addition, the teaching pro- 
gram should be extended to clinics through rotation of residents, con- 
sultants, attendings, and staff through clinics as well as hospitals. 

(4) Improve the planning of the domiciliary program through 
clarification of policies with respect to the purpose of domiciliary 
care.—Policies with respect to rehabilitation of domiciliary members 
and eare of the chronically ill require clarification. New means of 
coping with these problems should be given consideration so that 
domiliciary care may be provided in accordance with the existing legal 
concept of the program. 

(5) Improve control over administration of the research program.— 
It was surprising to find that detailed and specific information con- 
cerning active research projects was not readily available, nor are 
there any established and expressed policies governing research activi- 
ties. Policies and standards governing the research program need to 
be established and proc -edures developed which will assure that re- 
search funds are devoted solely to the execution of the projects 
approved. 





ROR Se legac Vig RR aL SS 








































‘Y 
rs 
of 
at 
‘al 


i- 
ire 
v1- 
to 
re- 
cts 





EDO 1 eta thaan bcs iste Lense RRR 


vi 


tals 


bea weer” 


eS Spee 


piwealter 


amet 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 449 


(6) Improve the planning of the facilities construction program.— 
The present locations of Veterans Administration hospitals have little 


reference to criteria which might normally be expected to govern the 


planning of a national hospital system. 


As a result, problems of 


patient load balance and of staffing at various hospitals frequent!y 


arise, 


Veterans Administration should be allowed to plan and carry 


out intelligently, in accordance with facts and practical criteria, this 
highly important and enormous program, for the good of the veteran 
and the country generally. 

(7) Improve accounting, budgetary, and cost controls.—At present 
three separate sets of financial records are maintained in hospitals 
and homes. - These should be combined into one accounting system 
which should provide all operating, control, and cost. data through a 
simplified and more meaningful report structure designed to aid oper- 
ating management rather than to provide historical statistical data. 

(8) Revise and simplify essential controls of operations.—Present 
practices in control of operations are those of a strongly centralized 
In consequence, the power of local manage- 
ment to make decisions is greatly limited. The proposed decentral- 
ized form of organization will permit and require sim 


form of organization. 


revision of present controls. 


Ceilings should be aban« 


lifieation and 
oned in favor 


of sound budgeting to meet the needs of individual field stations. 


Mandatory procedures should be reduced to a minimum. 


Inspections 


should be replaced by personal follow-up by management executives. 
Under the proposed form of organization, with intermediate man- 
agement provided by medical centers at points closer to field oper- 


ations, all of these beneficial changes will be possible. 


(9) Develop a constructive personnel program.—This will involve 
decentralization of authority over personnel actions so that those initi- 
ated at one level of organization will be reviewed and approved at the 


next higher level of organization. 


It will involve thorough review of 


salary structures to improve integration of professional and adminis- 
trative salaries and to give more consideration to the level and breadth 


of positions held. 


It will involve the development of improved and 


more definitive qualifications standards to preclude “bumping” by 


unqualified employees. 


(10) Improve the effectiveness of engineering efforts.—Of all the 
activities at field stations, engineering activities are least susceptible to 


effective long-range direction. 


The effectiveness of engineering effort 


can be greatly enhanced by delegation of greater authority to station 


engineers under direction of station managers. 


They should be al- 


lowed greater freedom in use of funds to meet unusual or emergency 


situations. 


They should have greater authority to establish organi- 


zation patterns more adaptable to local situations. They should be 


permitted to increase or decrease staff within total budget limitations, 


according to seasonal or special demands. 


They should have greater 


flexibility in determining the best way to accomplish maintenance 


work, 


tive maintenance program. 

(11) Allow greater flexibility in supply operations—Supply of- 
ficers, under direction of station managers, should be permitted to 
adjust amounts of inventory, order quantities, and frequency of order- 


ing to meet local conditions and requirements. 
local actions of these types should be attained by the establishment 


They should operate in accordance with a long-range preven- 


Adequate control over 








450 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


of clearly stated policies, sound standards of inventory turn-over and 
adequate reports of results. 

(12) Develop a program to improve administrative and clerical 
methods —Some procedures which offer opportunities for simplifica- 
tion are those of dietetic cost compilation, handling of supply 
vouchers, use of nursing care cards, preparation of admission records, 
handling of patients’ funds, integration of registrar and clinic admis- 
sion activities and the procedures involved in the coordination of 
registrar and nursing effort. These and other procedures should 
receive the early attention of the Organization and Methods Service. 

The organization and operating recommendations summarized on 
the preceding pages, when placed in effect, will result in better and 
more economical administration of the medical program. More im- 
portant, the recommendations will materially help to smooth the path 
to further advances in the quality and kind of medical care to veterans. 
Particularly is this true of those proposals which lead to more sys- 
tematic planning of the medical program and to enhancement of the 
program's identification with the best in medical practice in every 
community wherein the program operates. 

The proposed plan of organization is specifically designed to accom- 
plish the foregoing beneficial results. By placing responsibility for 
successful administration of the medical program squarely on the 
chief medical director’s shoulders, and by providing that he be fur- 
nished with all the staff and operating organization he needs to execute 
his mission well, the plan will serve to clear away obstacles to effective 
administration and forward-looking direction in the management of 
veterans’ medical affairs. 

Provision for concentration of medical administration and profes- 
sional direction at the point of best vantage has been made through 
the recommendation that 20 medical centers, responsible to central 
oflice for successful operation of hospitals and clinics, be established 
throughout the country. 

Concentrated direction of veterans’ homes and of canteen facilities 
throughout the country has also been provided for, in recognition of 
the management requirements of these two specialized parts of the 
over-all medical program. 

The net result of these arrangements will be an organization which 
is closely knit and strongly directed but which furnishes maximum 
opportunity for profession: al development and advancement and which 
will prove flexible in adjusting to any demand placed upon it in the 
future. 

Particularly will the foregoing be true if, through the sound plan- 
ning effort provided for, there are established basic policies which 
chart a clear and consistent course for veterans’ medical affairs to 
follow toward well-established and clearly understood objectives. 

The operational improvements proposed i in the volume will augment 
the benefits of basic reorganization. ‘The combined result will be seen 


in greater efficiency and lower cost of medical administration and, 


most significantly, in improved medical service to veterans. 
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Parr I. 


Tue Hisrory anp Backerounp or THE Mepicat ProGram 


I, THE NATURE OF THE PROGRAM 


‘The medical program of Veterans Administration is the largest and 

the most comprehensive medical and hospital service under one man- 
agement in this country. The services it provides, as well as the re- 
quirements for professional, technical, and other personnel; for facili- 
ties, equipment, and supplies; and for public funds, are therefore a 
matter of considerable interest, if not concern, to a very large number 
of people in all walks of life. 

Millions of persons are affec ‘ted either directly or indirectly by this 
program. [ts significance to veterans and to veterans’ families and 
relatives is, of course, obvious. Its relationship to the medical and 
dental professions, to the nursing and other professional and tech- 
nician groups and to the voluntary hospitals may be less obvious, but 
it is nonetheless real and important. To the thousands of employees, 
suppliers, contractors, and other service groups directly involved in 
this program, it is a matter of a livelihood or an important source of 
business. And finally to the people generally—to the taxpayers of 
this Nation—it is another immense Federal program requiring mil- 
lions of dollars annually, and therefore a point of concern that this 
money should be spent effectively and economically in providing a 
necessary service to the veteran who genuinely needs it. 

Throughout all these special interests and concerns there is, of 
course, one underlying thought or recognition, namely, that the 
medical program of Veterans Administration is a necessary but regret- 
table aftermath of war and what war brings to people. From its small 
beginning in early colonial days, when government first recognized an 
obligation to provide medical care for those disabled in service, this 
medical »rogram has grown in size with the increase in veteran popula- 
tion. and in extent as the concept of the program has broadened with 
the advances in the medical arts, until today it entails an annual ex- 
penditure in excess of $600,000,000. Even the most conservative esti- 


mates of the future growth indicate that the size of the program will 


be doubled in the next 25 years and that the cost of the program 


in 1975 will probably exceed $1,250,000,000 annually. 

To provide a more comprehensive understanding of this enormous 
and complex program for later discussion of recommended organiza- 
tion and operating changes, this first chapter is devoted to a brief de- 
scription of the nature of the program. This will be followed by 
chapters on the history, the scope, and the future of the program. 

The medical program provides a general types of service for 
veterans: hospital care, domiciliary care and out-patient treatment. 
Yn addition, many special services are parece available to veterans with 
specified disabilities. These regular and special services are de- 
scribed in greater detail in the following paragraphs: 
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1. Hospitalization 

Medical and surgical care in hospitals is provided to veterans who 
qualify for such service in one of two ways. Any veteran may re- 
ceive hospital care for a service-connected Mirwbility when he needs it. 
Such care may be provided in hospitals operated by Veterans Admin- 
istration, in other Federal and State operated hospitals or in private 
or voluntary hospitals. A veteran may also receive care in a Veterans 
Administration hospital for non-service-connected disability if (1) he 
signs a statement that he cannot afford to pay for care in a private hos- 
pital and (2) there is a bed available. 

To comply with the authorization by Congress “to provide a com- 
plete medical and hospital service,” Veterans Administration provides 
medical and surgical treatment in all of the medical specialties and 
fields of the profession. Asa part of the hospital care, in addition to 
professional medical service, Vete ‘ans Administration provides all 
nursing and ancillary services required, including examinations and 
diagnostic services and convalescent care. Social service is available 
to a veteran while he is a patient, and physical, mental, and social re- 
habilitation services and vocational guidance are available during 
convalescence and after discharge. Furthermore, Veterans Adminis- 
tration procures, fits, and repairs prosthetic and sensory aids as re- 
quired and trains veterans in their use. 


2. Domiciliary care 


Veterans Administration also operates homes for the care of vet- 
erans who, because of disabilities, are unable to earn a living or, in 
the case of peacetime veterans, are without means of support. Need 
for such care must be medically determined, and legal requirements 
that govern admissions are closely related to those which apply to hos- 
pital admissions. 

Domiciliary care consists of the provision of food, shelter, cloth- 
ing, personal necessities and some recreational and social services. All 
domiciliary homes have one or more physicians on full-time duty to 
care for members who, when ill, may be treated in an infirmary or 
transferred to a hospital. Members live in barracks and eat “family 
style” in mess halls. If physically able, they keep their own areas 
and effects in order, observe quasi-military discipline and work duty 
details. : 


> 


3. Out-patient treatment 

In contrast to the two general types of services described in the 
preceding pages, out-patient treatment is limited to service-connected 
disabilities only. By statutory provision, service connection includes 
disabilities of Spanish-American War veterans, retired officers, and 
veterans injured compensably between the time of call to active duty 
and actual enrollment. Except in emergency cases, veterans must 
secure authorization from Veterans Administration prior to out- 
patient treatment. Such treatment may be performed by Veterans Ad- 
ministration doctors and consultants or by approved private practi- 
tioners on a fee basis. 

Out-patient treatment offered includes examination; general medi- 
cal and surgical services; dental service; mental hygiene, physio- 
therapy, radiology, clinical laboratory, nursing and social services: 
tuberculosis follow-up care; nutritional guidance; and provision of 
pharmaceuticals and prosthetic and sensory aids. In addition, Vet- 
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erans Administration clinics also examine veterans in connection 
with applications for compensation, pension, insurance, vocational 
rehabilitation, hospitalization, and domiciliary care. 
4. Special medical care and treatment 

Special types of facilities are operated to provide additional care 
and treatment for veterans with certain classes of disabilities. The 
nature and number of these facilities are indicated in the following 


table: 


Number in 
Type of facility: operation 
Amputee centers = rere $5bheech ans bp petaxhec dae eee S 
Aphasia centers tS a . ‘ se 3 
Audiology and speech correction centers___ ; ae ° 20) 
Blind retraining center_____ _- Bat Be EEE 1 
Chronic catatonie center__ hand 1 
Epilepsy centers bide Sibgikas thatdlexaeel ce 2 
Lobotomy centers. __-__—-__- SS fe rts 5 
PI I a eliig eer abeasoncg 7 
Plastic eye and cosmetic restoration laboratories 


~ Sov athe aaledae 18 

Additional specialized facilities, supplementary to medical and. 
surgical treatment, include 8 dental laboratories, 28 orthopedic brace 
shops, 13 pathological laboratories and a radium bank. Thirty-eight 
orthopedic prosthetic appliance teams assist veterans in the applica- 
tion and use of prosthetic appliances, and psychiatric teams provide 
guidance and continuing treatment to neuropsychiatric veterans on 
trial home visits and in foster homes. 

Throughout the entire medical program, special emphasis is placed 
on medical rehabilitation of veterans. More than 2,800 employees 
are engaged in providing physical, corrective, occupational, manual! 
urts, or educational therapy to veterans. 


5. Research 


Veterans Administration also conducts an extensive medical re- 
search program, supplementing and supporting medical care for vet 
erans. Research projects are of four general types: (1) laboratory 
projects conducted in 60 general and 14 radioisotope laboratories 
located in Veterans Administration hospitals; (2) intra-Veterans Ad- 
lninistration research projects conducted by full-time Veterans Ad- 
ministration employees in various hospitals and clinics or at central 
office; (3) special contractual research projects undertaken outside 
Veterans i deaiedkcatien by qualified institutions, manufacturers, 
agencies, or individuals; and (4) research in orthopedic braces, pros- 
thetic appliances, and sensory aids involving both contractual and 
Veterans Administration effort. The last-named program is carried 
on under special appropriation established each year by Congress as 
an earmarked part of the over-all research appropriation. 

With the exception of radioisotope research, which is administered 
centrally, laboratory research projects are under the guidance of the 
Deans Committees at individual hospitals under organizational provi- 
sions described in a later part of this volume. 

Research projects generally are established with the advice of the 
National Research Council, which appraises them with respect to 
their importance to veterans’ medical care, cost, equipment and per- 
sonnel requirements, and proposed methods. The Council also direct- 
ly handles the major share of contract work for the development of 
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prosthetic and sensory aids and is represented on an advisory com- 
mittee which works with Veterans Administration in this field. 

Medical education 

In a medical program as comprehensive as that of Veterans Ad- 
ministration, education and training activities are essential to mainte- 
nance of quality in professional care. Although much of the educa- 
_tional work is done at the bedside, in the operating room or in the 
laboratory, formal training is also undertaken through lectures, con- 
ferences and demonstration. ‘Teachers, in the main, are visiting con- 
sultants and attendings who support Veterans Administration’s full- 
time physicians and dentists in determining, approving, supervising 
and carrying out training programs. 

At the end of October 1951, 350 individual professional training pro- 
grams involving the further education of 2,081 residents and 55 in- 
terns in 18 specialties were being conducted in 72 hospitals and 
clinics. Other formal training programs were being conducted for 
hospital administrators, clinical psychologists, physical and occupa- 
tional therapists, dietetic interns, medical social workers, nurses and 
nurse affiliates, and orthopedic mechanics. As aids to the educational 
programs, medical libraries, medical records librarianships and medi- 
cal illustration laboratories have been established widely. 

7. Special services 

Although conducted under separate technical management, the re- 
lated services provided by Special Services are nevertheless an in- 
tegral part of the medical program. This office mobilizes, organizes 
and administers outside assistance of voluntary workers who provide 
various types of entertainment and personal services to veterans in 
hospitals and homes. More than 300 local and 47 national welfare and 
veterans’ organizations participate in supplying an average of 77,000 
volunteer workers each month. 

A second major auxiliary service provided by this department is 
the canteen service which is available in wards and centrally in every 
hospital and home. Through this service, veterans hospitalized or 
domiciled may obtain, at reasonable prices, merchandise and services 
essential to their comfort and well-being. 

This department also provides for entertainment such as multi- 
channel radio installation, tape recording network service, motion 
pictures and general library service. 

The department also furnishes chaplains for all hospitals and 
homes to provide spiritual guidance and assistance to veterans under 
care. 

Il, THE HISTORY OF THE PROGRAM 


Many provisions of various laws authorize the services described 
in the preceding chapter and govern specific entitlement to them for 
designated disabilities and for specified classifications of veterans. 
Early legislation pertaining to medical care and treatment for vet- 
erans was generally summarized and reaffirmed in the War Risk In- 
surance Act of 1917. More 1 ‘ecently, basic controlling legislation was 
enacted by the Seventy-third Congress in Public Laws 2, 78, and 141 
and by the Seventy- fourth C ongress in Public Law 312, which rede- 
fined and expanded entitlement to medical care. 
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On its creation in 1930, Veterans Administration inherited the re- 
sponsibility for providing medical and hospital care to veterans. It 
was authorized to use the facilities of the Armed Services, to take over 
certain existing public health facilities, to enter into contracts with 
other Government agencies and private institutions for facilities and 
to build facilities for this purpose. 

Veterans Administration has become involved increasingly in the 
practice of medicine ever since. Beds in Veterans Administration 
hospitals have increased in that time from about 40,000 in 1930 to 
more than 108,000 in 1951. There were about 30,000 patients in Vet- 
erans Administration hospitals or hospitalized by Veterans Admin 
istration in private or State hospitals at the end of the fiseal veai 
1930. The total for June 30, 1951, was 100,517. 

Until 1945, medical affairs were directed by an officer who also 
had charge of supply, construction, real estate, and veterans’ homes 
service. He reported to the Administrator and was accountable for 
the combined activities under his direction. However, during this 
time, individual Veterans Administration stations in the field reported 
drectly to the Administrator. In many instances all Veterans Admin- 
istration activities in a given area were housed with a hospital, under 
common local management. These all-embracing field stations were 
known as “combined facilities.” 

The Veterans Administration’s tremendous growth as World War 
II drew to a close broke up most of these combinations. Regional 
office functions, including out-patient clinies, were generally separated 
from hospitals. 

The present Department of Medicine and Surgery was established 
within Veterans Administration, with direct reporting relationship 
to the Administrator, by Public Law 293 passed by the Seventy-ninth 
Congress in 1945. The same Congress also established the canteen 
service through Public Law 636. By administrative decree, veterans’ 
home service was made part of the Department of Medicine and 
Surgery, while canteen service was placed with Special Services. 

From 1946 through 1948, Veterans Administration was organized 
geographically into 13 branch offices, each in charge of a Deputy 
Administrator who reported to the Administrator and who directed 
all Veterans Administration activities in his area, including medical 
affairs. When branch offices were abolished in 1949, administrative 
direction of field stations reverted to the Administrator, where it re 
mains today, under organizational provisions which are described 
in detail in part I of this volume. 

While the foregoing organizational changes were taking place, the 
impact of World War II on the medical establishment of Veterans 
Administration was tremendous. By 1945, it became urgently neces- 
sary to take drastic steps to improve Veterans Administration’s staff 
and facilities to meet the demands that were being made upon them. 

Perhaps the most salutary and significant development in the entire 
history of the Veterans Administration medical program took place 
at this time. It began with the agreement concluded on January 30, 
1946, between Veterans Administration and the medical profession 
and the medical schools throughout the country, under which the 
schools undertook to operate the educational program previously 
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described. The principal provisions of the agreement are quoted 
below: 


There can be no doubt of the good faith of both parties. The schools of 
medicine and other teaching centers are cooperating with the threefold purpose 
of giving the veteran the highest quality of medical care, of affording the 
medical veteran the opportunity for postgraduate study which he was com- 
pelled to forego in serving his country, and of raising generally the standard 
of medical practice in the United States by the expansion of facilities for 
graduate education. 


The purpose of the Veterans Administration is simple: Affording the veteran 


a much higher standard of medical care than could be given him with a wholly 
full-time medical staff. 


The purposes of both parties being unselfish; and there being no conflict of 
objectives, there can be no serious disagreement over methods. It will be 
recognized that the Veterans Administration is charged with certain legal 
responsibilities in connection with the medical care of veterans which it cannot 
delegate, if it would. Yet the discharge of those responsibilities need not inter- 
fere with the exercise by the schools of their prerogatives in the field of education. 

The Veterans Administration retains full responsibility for the care of patients, 
including professional treatment, and the school of medicine accepts responsi- 
bility for all graduate education and training. 

Under this working arrangement, the medical program has been 
strengthened tremendously during the last 6 years. Today veterans 
are given medical and hospital care of a quality which generally they 
could not afford elsewhere. Much of this progress has been made 
possible by the flexibility of the laws which deal with medical affairs. 

Generally the provisions of laws governing Veterans Administra- 
tion medical affairs are broad. They do specify in detail veterans’ 
entitlement to certain kinds of benefits, and they deal with organiza- 
tion structure and administrative techniques and procedures to some 
extent. With these exceptions, Congress has left Veterans Administra- 
tion free to interpret the broad terms of the laws and to define and 
develop the medical services which constitute the “complete medical 
and hospital service.” 


Ill, THE SCOPE OF THE PROGRAM 


The size of the medical program can best be illustrated in terms of 
past and present statistics indicating the growth of facilities, patient 
loads, and personnel and the costs of operation. These factors are dis- 
cussed in the following paragraphs. 

1. Facilities 


Exhibit I shows the location of the existing hospitals of various 
types, the 17 homes, and the regional office out-patient clinics. The 
hospitals have a combined total of 119,595 authorized beds, of which 
109,988 are operating. These beds are classified as follows: 
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Bed distribution, Veterans Administration, Dec. 31, 1951 


Operating beds by type 


| Number | Author- | 


Type of hospital | of hos- ized | Sond. | General 
pitals beds | Total 'Tubercu-| Psy- rie and medical 
~_ losis chotic Sete. . | oe oe 
| | a rics 
| logical | ical 
| | atO) 23 ah Banter wma lh 
ee ee ee Be geP aad | | 
Tuberculosis_ , heal 20 | 10, 259 | 8, 573 | 7, 774 | 14 16 769 
Neuropsychiatric ___-- | 34 52, 865 51, 735 2,013 | 43, 697 1, 559 | 4, 466 
General medical and surgical -- 99 | 56,471 49, 680 4, 973 3, 779 4. 579 | 36, 349 
|_————_—— | | — — _ ———— 
ita sehen pheitaaa + 153 119, 595 ms 109, 988 5 14, 760 47, 490 5 154 41, 584 
: | { i 


In addition, during fiscal year 1951, Veterans Administration paid 
for the care of an average of 8,086 veteran patients per day in 
hospitals operated by others than the Veterans Administration. "The 
growth of Veterans Administration medical facilities and hospital- 
bed capacity is indicated on exhibit IT. 


Exuipit II.—VETERANS ADMINISTRATION MEDICAL PROGRAM 
Growth of hospital beds, end of fiscal year, 1936-51 


Authorized beds 





Operating beds, by medical service Beds oc- 
SCSI ee LS : si cupied 
End of fiscal over 
year— | Psychiatric and author- 
Total Stand- | Emer- Un- neurological General) ized 
ard geney | avail- Total | Tuber- 7 _/ medical) number 
able |-- ...| culosis and 
| Psy- surgical 
chotic Other ; 
1951. ‘ .---| 119,736 | 115,945 3, 791 11,505 | 108,231 | 14,327 | 47,094 | 6,208 | 40,602 
1950_.-- 116, 699 | 111,649 5,050 | 10,412 | 106, 287 | 14, 117 47,230 | 6,854 | 38, O86 
1949__ = 111, 874 | 106, 229 5, 645 2 | 105,412 | 14,011 | 47,995 | 7,147 | 36, 259 
1948. - 110, 577 | 103, 890 6, 687 , 358 | 102,219 | 11,514 | 49,313 | 6,788 | 34,604 
1947_ 4 108, 225 | 100, 408 7,817 6,952 | 101,273 | 10,974 | 48,866 | 6,647 | 34,786 a 
1946. ; 91, 675 81,478 | 10, 197 4, 956 87, 379 8,622 | 47,901 4,905 | 25,951 660 
1945 ot 81, 133 70, 890 | 10, 243 3, 530 77, 727 7,803 | 45,231 | 3,294 | 21,399 124 
1944 73, 602 64, 744 8, 858 3, 195 70, 598 7, 524 | 39,487 | 2,794 | 20,793 191 
1943... 61, 764 58, 259 3, 505 1,401 61, 717 5,509 | 34,355 | 2,444 | 19,409 1,354 
1942. ... é 62, 453 62, 453 | -- 2, 455 60, 666 5, 524 | 33,176 | 2,429 | 19, 537 6658 
61, 849 61, 849 | i 595 61, 405 5,096 | 33,324 | 2,540 | 20,445 | 151 
1940... 59, 637 oY, 637 W444 58, 834 5,198 | 32,468 | 2,126 | 19,042 141 
1939 54, 779 54, 779 ; : 949 54, 280 5,32) | 29,045 | 2,070 | 17,844 450 
1938... 51, 991 51, 991 ‘ YOS 51, 460 5, 136 | 27,676 | 2,312 | 16,336 467 
1937 47, 421 47,421 ‘ 74 47, 406 5,526 | 24,039 2,230 15,611 769 
1936 ‘ ; 45, 873 45, 873 | -- --| 1,560 44, 846 5, 892 | 21,853 | 2,216 | 14,885 533 


| 


The total bed capacity of the homes is 17,836. In addition to the 
veterans domiciled in homes operated by Veterans Administration, 
there are other veterans in 27 State soldiers’ homes whose care is par- 
tially paid for by Veterans Administration. 

Principal out- -patient clinics are located in the 70 regional offices. In 
addition, there are numerous smaller clinics located in VA offices which 
are under direction of regional offices. 
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2. Patient load, hospitals 


During fiscal year 1951, applications for ee totaled 
892,115. Of these applicants, 444,883 were admitted to Veterans Ad- 
ministration hospitals and 64, 837 to other hospitals as approved by 
Veterans Administration. This total of 509,720 aeanene repre- 
sented 57 percent of the applicants. At the end of the y year, however, 
there were only 20,354 eligible applicants awaiting icine, since 
a substantial percentage of applicants aré found to be not eligible for 
admission. 

Discharges during fiscal year 1951, totaling 511,895, slightly ex- 
ceeded admissions. At the end of the fiscal year aor were 100,517 
veterans receiving hospitalization. Of these, 93,418 were in Veterans 
Administration hospitals. This compares with operating bed ca- 
pacity of 108,231 as of June 30, 1951. 

Trends of applications, admissions and discharges are shown on ex- 
hibit IIL, together with the number of veterans in Veterans Adminis- 
tration hospitals at the end of each fiscal year. 
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Many of the 100,517 veterans hospitalized by Veterans Administra- 
tion at June 30, 1951, were tuberculosis or psychotic patients requir- 
ing long-term treatment or other patients requiring extended periods 
of hospitalization. A recent study of patients in Venera Adminis- 
tration hospitals indicated that almost 45,000 of the 100,517 had been 
hospitalized for at least 2 years. 


| Estimated on rolls 2 years 


. or more 
Type of case Number on | 


rolls ee emintnni petineecarree 
Percent Number 





Tuberculosis 

Psychotic. _- ; 

Other psychiatric and neurological 
General medical and surgical 


wo 


tos 


44. 

As a result of this high percentage of long-term patients, the av- 
erage length of stay for all patients was approximately 60 days. This 
was double the average length of stay for GM&S patients alone. 

3. Patient load, homes 

Of the 22,632 applicants for admission to homes during fiscal year 
1951, 18,837 were admitted. During the same period 20,276 were dis- 
charged, leaving a total of 16,279 in the homes at June 30, 1951. This 
high rate of turn-over is characteristic of the homes operation. The 
number of members in homes fluctuates with the season as many of 
those domiciled leave the homes for temporary employment during 
the summer. 

Another characteristic of the homes operation is the relatively high 
average age of those domiciled. The great majority are veterans of 
World War I or prior wars, only 8 percent being World War II vet- 
erans. A typical age distribution is provided by the 3,864 members in 
the Los Angeles home at September 30, 1951, as shown in the fol- 
lowing tabulation. 


| 
| Number of Percent of 


Age group members | total 


aie : acetal iba denser des | 147 | 4 
45 to 54 ‘ saan : edigeidie die ae meee 543 | 14 
55 to 64 a iP SE eS ; 5 53 
65 to 74_- J ; ide dbaakinecindiceaioiedel 20 
Piesinae : . ee paces | 338 | 9 


Total. 


4. Patient load, out-patient care 


Applications for out-patient care during fiscal year 1951 totaled 
982,023, of which 598,674, or 61 percent, were for dental care. Of 
these latter, 40 percent were repeat applications from those who had 
received treatment previously. The number of patients authorized 
dental examination and treatment totaled 484,921 and 367,868, re- 
spectively. The number of patients for whom examination or treat- 
ment was completed during the year was slightly less, totaling 424, 
807 and 348,392, respectively. Only approximately 39 percent of the 
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examinations completed were by fee-basis practitioners, but 79 per- 
cent of treatments completed were fee-basis work. 

Of the 383,349 applicants for medical care, 329,146 were declared 
eligible. Patient visits, however, totaled over three million, as shown 
below. 


i 
| 
i 


Patient visits, 


si he a 
Classification : fiscal year 1951 


Binet CONTE ie cscs ep neta neem amen mene 1, 901,102 
For compensation and pension examinations___--_----___.---~- 569, 588 
For hospitalization or domiciliary care-_---~------~------~-~---- 238, 701 
For insurance examinations___...---------- Reece eee te emereniinn 89, 519 
For vocational rehabilitation examination or treatment____--~~~- 61, 889 
For other purposes_......._ .....---_-.~--~.~+~.------~-...---.- 211, 954 

TO a aaah ar Sea ela emesl apelin simeelalin <item 3, 072, 753 


Applications for both medical and dental out-patient care have de- 
creased in the past few years. These trends are indicated on exhibit 
IV. 


Exurpir I1V—VETERANS ADMINISTRATION, MepICAL PROGRAM 


TRENDS IN APPLICATION FOR MEDICAL AND DENTAL OUT-PATIENT CARE 1947-51 





Out-patient medical applications 


Year: Total 
a a nel th bla iA ce a iD le a tela ace __ 569, 040 
Be cr a ah cates tee ee eases gia pe lapech incall sola Dc as econ cepacia nl aaah lee tag 476, 459 
cn rent htc es ntl adelaide anti Mie 419, 973 
ala hte elie ican cepadiaprinnnd ticudecbaak thc st lis Sc cb iarechd alas eicaigtibilad _._ 383, 349 


Outpatient dental applications 


Year Total New Repeat 


1947... : Seca eel Te (1) (1) 
1948__ g . be Bee ‘ iS eatets . 798, 368 | () } (‘) 
1949. 7 é ni weitere’ 763, 365 | 522,014 211, 351 
WE Ss ASS, oo wars Ne Sekigde, RES 800, 295 | 550, 022 250, 273 
Wiiekennccauddebeseasd : inciaaehteinae tala ity aaptia peosiataiedbwen: ae alae aia | 598, 674 364, 136 234, 538 


! Not available. 


Note that medical figures include new applications only, while dental figures 
show new and repeat applications. No figures are available for repeat applica- 
tions for medical care. This tends to exaggerate the ratio in favor of dental 
care. 

Although dental figures for new and repeat applications are not available for 
1947 and 1948, it is reasonable to assume a similar trend as shown for the later 
years. 


Out-patient work described above was participated in by approxi- 
mately 100,000 fee-basis physicians, 58,000 dentists, 400 community 
nursing agencies, and members of pharmaceutical associations in 45 
States. 


5. Personnel 










2 


At December 31, 1951, 129,371 employees were engaged in the 
medical program. They represented 72.9 percent of the total Vet- 
erans Administration work force. 

All of these employees were charged to the medical, hospital, and 
domiciliary care (8,000) program, but only 702 of them were members 
of central office and area office staffs of the Department of Medicine 
and Surgery. A total of 1,328 central office employees charged to 
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the program were responsible to other departments of Veterans 
Administration. 

As an illustration of this situation, employees of supply depots are 
under the Assistant Administrator for Construction, Supply, and 
Real Estate but are charged to the medical program. 

The great majority of the program’s employees—the more than 
127,000 who worked i n hospitals, regional office clinics, or homes— 
were administratively veniauaite through local managers directly to 
the Deputy Administrator. 

The distribution of the employees included in the medical budget at 
December 31, 1951, by location and by function is shown on exhibit V. 
Of the total, approximately 24,000 were physicians, dentists, osteo- 
paths, and nurses, of whom 4,533 were part-time employees, includ- 
ing 1,273 consultants and attendings on regular schedules of duty. 
The distribution of this profession: al group of employees by location 
and type of profession is shown in the following tabulation. 


Central Area office | Regional 


Staff Potal office office offices Hospitals Homes 
Physicians 8, 517 50 29 1,973 6,414 51 
Full-time 4, 103 
Part time 4,414 
Dentists : , . 922 17 427 459 19 
Full time 894 
Part time-_- 28 
Osteopaths -_-.--.---- 5 i 4 1 
Full time_ -.. 4 
Part time : 1 
Nurses... ae 14, 388 20 6 179 14, 140 43 
Full time s 14, 298 
Part time * ; : 90 
Total 23, 832 87 35 2, 583 21, 014 Lid 


EXxHIsit V.—VETPRANS ADMINISTRATION, MEDICAL PROGRAM 


Full- and. part-time employees, Dec. 31, 1951 
By location: 
Central office____- Ne ea ee eee : 1, 349 
Area offices and supply de pots 5 ital ac EO ea alia sene e Te e 731 
Hospitals_____-_- Bribiinchi Geechee cbs ses boee t UB eee 


Regional offices 10, S37 


Homes__-_-—- ares och oie ‘ isdba pete ecbietee oa od, 122 
J — iid Bialieatichoaraetteee abe tee haem eed SS 129, 371 
By function: 
Medicine and surgery administration neers i > 970 
Research___- Bats rie “ = A Bide. a tie % 2 
Out-patient care: 
Hospitals__ ae ee is aipctamaes oe ial a bceidoll 368 
Regional offices beng ial Shes sedans dth tn alesse ak as 10, 837 
Hospitals : 
EI CIO as cic snes abet ns ah i Te ee z ; 62S 
Registrar__ sc iia eae Bocuee ME ar hes siabedepatett », SOT 
COREIOR SUT foe 5. aS Se hctdat bec mans aemle aah nee ‘chen dances SO, 142 
Special services sats A Rita he bt teeth te gre ib ea ay eee a eae 2, 662 
Finance se rs Ce ee ee RA FA ee REE See Jada 1. S10 


Personne! 
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Exuirnir V.—VETERANS ADMINISTRATION, MEDICAL ProgrRamM—Continued 


Full- and part-time employees, Dec. 31, 1951—Continued 


By funection—Continued 


Communications and records ol edd a4 ; : 1,981 
Engineering aigtiaieee ee 16, 478 
Supply- hee acai . dupncdiahsiinnd 3, 839 
Contact__- ; 105 
Construction and technical service ea Ea reed 8 2 Br 186 
‘anteen ; ‘ abensn ; a eeaat 2,191 
Total_ ss oe 8 aries A en ee Se 


In addition to these, apprdsithaitilly 860 part-time professional 
people worked irregular hours of duty during fiseal year 1951. They 
included about 2,600 consultants, about 1,600 attendings, and about 
660 leeturers and other medical specialist personnel. 

Approximate totals of staff in various other positions were : 


Clinical psychologists ; Sati resck eietieibedsen 325 
Physical therapists and aides____--~ oa ‘ ; 1, 020 
Corrective therapists leisaapiibaaatoas eats ss 4K) 
Occupational therapists and aides Paaaye ; oe SOO 
Educational therapists ; ; ice ioe aated sicieaale 200 
Manual arts therapists and aides ad va ; ee 450 
Pathology professionals and technicians ; nites abcess | ay ee 
Dietitians___ . tinge esa ih cca SOO 
Food preparation ‘and service workers___-----~- a aati ae 14, 000 
Social service workers se tiekceae te eebe ci Sic ensilieira ‘ 1, 235 
Practical nurses__- , : : 100 
Hospital attendants a . 24, 500 
Dental auxiliaries cole clas 1, 000 
Prosthetic and sensory aids spec ialists soa, ; : 250 
Orthopedic brace shop workers oT ; te ea 285 


Efforts of these full- and part-time staffs were supplemented by an 
estimated monthly average of S800 purchase-and-hire workers and 
77.400 volunteer workers. 

Although there were net gains of 15 hospitals and 3,037 authorized 
beds (of which only 1,944 were placed in operation) during fiscal year 
1951, over-all employment in the medical program remained virtu: ally 
static. The total number of physicians and dentists on full- or part 
time employment included about 2.600 consultants, about 1,600 attend- 
ings, cae about 660 lecturers and other medical specialist personnel. 

Approximate totals ofg staff in various other positions were: 


Clinical psychologists ‘anit 825 
Physical therapists and aides 4 1, 020 
Corrective therapists az 400 
Occupational therapists and aides namie SOO 
Educational therapists peta . 200 
Manual-arts therapists and aides ; fas wid 150 
Pathology professionals and technicians ‘ cencenboecenmounade 1, 900 
Dietitians oe j nebaniiediaaasdl SOO 
Food preparation and service workers ; iil ain TORS 
Social-service workers en sails - icaeo 
Practical nurses ‘ Ep ; " aaeiniditieedgiaal 100 
Hospital attendants i : saniliacaaiaciond: ae 
Dental auxiliaries ; . sistem: ag ee 
Prosthetic and sensory-aids specialists aed a 250 
Orthopedic brace shop workers 3 . iatinn 285 


Efforts of these full- and part-time staffs were supplemented by an 
nec monthly average of 800 purchase-and-hire workers and 
7.400 volunteer workers. 
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Although there were net gains of 15 hospitals and 5,037 authorized 
beds (of which only 1,944 were placed in operation) ‘erin fiscal year 
1951, over-all employment in the medical program remained virtually 
static. The total number of phy sicians and dentists on full- or part- 
time employment decreased 3 percent. The nursing staff increased 


almost 4 percent. ‘The trends in the total personnel charged to the 
program are shown below. 


Average employment 


TI sigs nena camara gc bson cose ada ee ieee ek 112, 406 
OG hn stcinsctcsnploa eee Os Ee SOOO aictwcinemecinnndaamns th, 116, 554 
BID se vistinrdeRire capacitances Oa TE BOE ainivienomnnibinssseeieeete 116, 572 


6. Cost of the medical program 


In the fiscal year 1951, the grand total of obligations for the medical, 
hospital, and domiciliary care (8000) program was $623,268,622. 
Revenues from quarters, subsistence, and laundry charges reduced 


obligations to a net of $600,388,455. This amount was distributed 
as follows: 


Distribution of obligations, fiscal year 1951 


BY LOCATION BY ACTIVITY 
Departmental_____ _.. $7,856,856 | Medical, hospital, and 
Field (excluding M: inila) _ 592, 288, 516 home administration _.__ $7, 856, 856 
Manila regional office_____ 2438, O83 | Medical research__._____._. 4, 978, 568 
Education and training__- 1, 413, 553 
Hospital care (in-pa- 
tleet). 2.6.55. Le eae 
Homes care % ... 21,822, 795 
Out-patient care _________ 100, 783, 921 


Supply depots _..-------. 2,136,914 





Total .__._.. 600, 388, 455 ORE sceestcvecchigp aarisee SE ee 


The estimated grand total obligations for 1952 are $679,001,080. 
Those for 1953 are $700,940,000. This is 12.3 percent over the com- 
parable 1951 figure. These estimates cover all obligations except the 
construction or acquisition of new facilities, which are under separate 
appropriation. Costs are maintained on a basis of expense per patient- 
day. Reported average costs have been as follows: 


Hospital and home care expense per patient-day 


Facility type 1946 1950 1951 

Homes $1.99 $3. 04 $3. 28 
Neuropsychiatric hospitals | 

VA : 3. 53 6. 89 7 38 

Civil, municipal, State ns CaS refi yee dats wis es 5.75 
Tuberculosis hospitals 

VA , 7.11 13. 62 14.03 

Civil, municipal, State ‘ = 8. 05 
General medical and surgical hospitals fay 

VA ; 7.87 | 15.11 | AS 


17 
Civil, municipal, State 12 % 
Other Federal 11.25 








Shales ¢ 
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Hospital costs include only mention expenses. They exclude 
supplemental services, such as clothing and accessories for indigent 
patients ; furniture, furnishings, and equipment; quarters opel ration 
and maintenance; research and diagnostic services; education and 
training; capital expenditures; major repairs to structures; replace- 
ment of fixed equipment ; care of the dead; depreciation of any kind; 
and all other nonhospitalization expenses. 

The trend of appropriations for the medical program is shown 
below : 


idiot ie bnttone $96, 707, 158 | 1949_..._._..._..._..... $581, 515, 941 
RO Eencctnisidantsde cp ecactininthenees 470, 658, 063 | 1950_.......-.__~- -.... 599, 288, 792 
enna iaostarabengoun siete 538, 683, 900 | 1951_--__----~_- jcamcaan GOR, wre, aes 


IV. THE FUTURE MEDICAL PROGRAM 


Such forecasts of the veterans’ medical program as are available are 
based on projected average patient load in hospitals and homes. The 
forecast herein contained was furnished by the Department of Medi- 
cine and Surgery, Veterans Administration. It incorporates the 
following four premises: 

(1) That additional beds will be authorized, made available and put 
into operation. 

(2) That the increasing incidence of care for World War I veterans 
will continue according to established trends. 

(3) That World War II veterans will need care in the same general 
proportions as have applied to World War I veterans. 

(4) That statutes governing veterans’ care, and the policies that 
Veterans Administration has pursued thereunder, will not change 
materially. 

An over-all increase of more than double the current patient load 
is forecast between now and 1975, with a commensurate increase in 
bed capacity needed. Exhibit VI shows projected patient loads and 
bed capacities at 5-year intervals. Bed capacities have been projected 
on bed-utilization ratios prevailing in fiscal year 1951. 


Exuipir VI.— VETERANS ADMINISTRATION MEDICAL PROGRAM 


FORECASTS OF PATIENT AND MEMBER LOADS AND BED CAPACITIES, 1951-75 


Average daily patient and member load 


Hospital load 


-| Homes load 


| 
| 
' 
| 
Neuro- General 
| 


Fiscal year | (total on 
Tuberculosis edical and Total } rolls) 
psychiatric ee oe otal | 
| 
1951 ! ; ; 48, 054 6, 968 41, 283 96, 305 | 16, 775 
1955 81, 300 16, 100 59, 300 156. 700 | 97. 100 
1960 100, 100 15, 110 73, 200 188, 400 46. 000 
1965 118, 600 13, 500 87, 000 219, 100 53. 500 
1970 117, 500 12, 000 99, 700 229, 200 61, 000 


1975 111, 700 10, 500 110. 400 232, 600 80, 000 
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Bed capacities needed to support anticipated loads 


Hospital beds 


Fiscal year | icean General Homes 
psychiatric Tuberculosis | medical and Total 
eee surgical 

seiahiceilllimasiiahentisatiiameniit seine aad -aeiiaaieacaciciitmeacs ate ie | -----—-—|----—-——- 

e | j 
1951 3___. am 53, 113 9, 272 | 55, 450 | 117, 835 | 17, 960 
1955_ . . 84, 700 17, 880 74, 120 | 176, 700 26, 700 
1960__- 104, 200 16, 770 91, 500 | 212, 470 | 45, 300 
1965 , 123, 600 | 15, 000 108, 750 249, 350 52, 700 
1970__ 122, 400 13, 330 | 124, 750 250, 480 | 60, 000 
1975_. : a 116, 300 11, 660 | 138, 000 265, 960 | 78, 500 

1 Actual. 


The authorized construction program calls for an ultimate total 
of 174 hospitals with a capacity of approximately 131,000 beds. Since 
12 existing hospitals are scheduled for closing, this program involves 
construction of 33 new hospitals. By the end of fiscal year 1953, con- 
struction should be completed on 28 of these, providing 17,254 addi- 
tional beds. 

This part of the report has provided a brief but comprehensive sum- 
mary of the development and present status of the medical program. 
The general manner in which this huge program is organized and ad- 
ministered is discussed in the next part of this volume. 


Part II. Tur Present Mepican OrGANIZATION 


I, BASIC ORGANIZATION FOR MEDICAL AFFAIRS 


The activities described in the preceding pages presently involve 
the full-time employment of 129,000 persons. The manner in which 
this work and this personnel is organized is detailed in this part of 
the volume. 

Principal direction of medical affairs stems from two major organi- 
zational components in central office. These are the Department of 
Medicine and Surgery and the Office of the Assistant Administrator 
for Special Services, each of which is devoted almost entirely to the 
medical program. 

A clear understanding of the present pattern of administration re- 
quires knowledge of the over-all context of Veterans Administration 
organization. A few salient points of a general nature are therefore 
made with respect to the organization of Veterans Administration. 

In a very real sense, the Congress and the President of the United 
States represent the highest levels of management for Veterans Ad- 
ministration and its medical program. Through legislation, appro- 
priations, and Executive orders, they establish basic objectives and 
policies, approve or modify individual programs, either directly or 
indirectly. and prescribe limits within which the medical program 
must be conducted. 

The Administrator of Veterans Affairs is legally responsible for 
management and administration of the medical program in conform- 
ance with laws, regulations, limitations, and appropriations. In this 
respect, he exercises the same ultimate administrative authority over 
medical affairs as he does over every other function of the agency. 
In turn, he has delegated to various executives in his top management 
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organization the responsibility for administration and operation of 
specific phases of the medical program. 43 41 

Exhibit VII presents the plan of top organization of Veterans Ad- 
ministration. It shows that the managers of all field stations report 
to the Administrator through the Deputy Administrator, who has 
administrative responsibility for their activities. 

As to medical affairs, this means that the Deputy Administrator 
(1) approves and signs formal] directives on administrative matters to 
hospitals, homes, and other field stations containing medical activities ; 
(2) authorizes allocations and transfers of funds; and (3) coordinates 
the several organizational components at central office on matters of 
objectives, policies, programs, and procedures bearing on the medical 
program and its relations with other programs of the agency. 

Exhibit VII shows than ten officers at central office have technical 
and functional responsibility for their counterpart activities at field 
stations. As to medical affairs, this means that managers of hospitals, 
homes, and regional office clinics are under normal obligation to oper- 
ate within policies and procedures developed by central office staff and 
established by the Administrator. 

In actual practice, counterpart activities of the Solicitor, the Assist- 
ant Administrator for Claims, and the Assistant Administrator for 
Insurance do not exist in hospitals, homes, and clinics. The relation- 
ship of these officers to medical affairs is primarily one of cooperation 
on matters of service and interpretation of law and is conducted on a 
procedural basis. 

The remaining seven central office units do have counterpart activi- 
ties in hospitals and homes, and furnish continuing services to regional 
office clinics. In accordance with established practice, each of them 
exercises some control over appropriate parts of medical operations. 
Control generally starts with planning of the program to be carried 
out and development of policies and standards for its operation. 
Control is implemented by (1) instructional material specifying man- 
datory methods and procedures of standard operations; (2) review of 
budget requests and determination of fund allotments and transfers; 
(3) establishment of staffing patterns governing size, organization, and 
composition of staff; (4) qualification specifications for key positions: 
(5) approval of appointments and status changes of key personnel; 
and (6) audit of conformance to standard practice through reports 
and field inspections. 

Some central office units, in addition to the essentially staff fune- 
tions just enumerated, also operate important parts of the medical 
program. As previously indicated, the Department of Medicine and 
Surgery and Special Services, discussed in detail in subsequent chap- 





3 


; ters, are among these. Other central office components which are 
4 currently operating certain phases of the medical program are (1) 


Construction, Supply, and Real Estate; (2) Personnel: (3) Finance: 
and (4) Budget Service. Operations conducted for the medical pro- 


2 gram by these offices are described in some detail in volumes IIT and X 
' of this report. For clear understanding of medical organization and 
. operations, the nature of this work is summarized in the remainder of 


this chapter. 
3 The construction of medical facilities; the purchase, storage, and 
disbursement of medical equipment and supplies; and the provision of 
engineering services at hospitals and homes are under the jurisdiction 
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of the Assistant Administrator for Construction, Supply and Real 
Estate. In addition to his official responsibility for technical matters, 
he exercises broad operating authority in each of these areas. 

A principal function performed for the Department of Medicine 
and Surgery by Construction, Supply and Real Estate is the construc- 
tion of hospitals and homes and of additions or betterments to existing 
hospitals and homes as authorized by the Administrator within the 
limits of enabling legislation. By established practice, the planning 
of new medical facilities, additions, and betterments is a joint respon- 
sibility of the chief medical director and the Assistant Administrator 
for Construction, Supply and Real Estate. The authority of the 
latter, however, extends beyond this. His approval is required before 
any modification to grounds or structures may be made by the man- 
ager of a hospital or home, regardless of whether the proposed change 
requires new construction. Restrictions on the use of funds make this 
authority effective. 

Much the same situation prevails with respect to engineering services, 
which include grounds keeping; off-ward housekeeping; maintenance 
and repair of plant and equipment; laundry and utility operation ; 
motor vehicle operation and servicing; and fire, property and safety 
protection. In each of these activities, Construction, Supply and Real 
Estate stipulates the uses to which funds and labor may be devoted 
and prescribes materials and methods of operation. To assure firm 
control over details of engineering programs of individual stations, 
many engineering operating decisions must be submitted to central 
office for approval. 

Food, clothing and medical and other supplies which are an inherent 
part of medical care and treatment are purchased or contracted for, 
received, stored, distributed and controlled by Supply Service of Con- 
struction, Supply and Real Estate. The importance of this supply 
operation to the medical program is indicated by the following tabula- 
tion of estimated purchases for the 1952 fiscal year, which represents 
almost 30 percent of the estimated total cost of the medical program. 


Estimated 1952 purchases, medical program 


Provisions Jat A isda ceca Lcedlen eins da edu 
Other supplies and materials par ible nicgteiccien A aie hetie | Hee 
Contractual services ae a sp tie cosnmaenesd vais ia ee 


Rentals ; waited ea ea ee beesish PS 7, 777, 000 
Equipment ___- ited sig a es cea SE a ae 6, 246, 000 


detvieiennis 


Total bpsdad at i picid cpkbictaind tobias bod dale 172, 257, 000 


Consistently, about 90 percent of total Veterans Administration 
expenditures for materials, equipment and contractual services (ex- 
clusive of tools and equipment for the vocational rehabilitation and 
education program) are for the medical program. Three supply 
dlepots, devoted almost 98 percent to the storage and control of supplies 
for the medical program, sre operated by Supply Service. 

In addition to establishing and enforcing policies and procedures, 
and controlling budgets, allotments, funds, and personnel for these 
activities in hospitals, homes, and regional offices, central office Supply 
Service consistently contracts for almost 60 percent of the dollar vol- 
ume of supplies and equipment purchased for the medical program. 

The Assistant Administrator for Personnel establishes classifica- 
tions for civil service positions, processes employment actions for cen- 
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tralized positions and directs and audits conformance to laws, regula- 
tions, policies and procedures governing personnel administration 
throughout the medical program. 

Similarly, the Assistant Administrator for Finance vouchers pay- 
ments; maintains accounting records; consolidates accounting reports : 
prepares financial statements of fund status and costs; and directs and 
audits conformance to laws, regulations, policies, and procedures gov- 
erning financial activities in connection with the medical program. 

The Budget Service, part of the Deputy Administrator’s office, con- 
solidates budgets, controls, and appropriations; makes allotments and 
approves transfers of funds; and reviews expenditures for conform- 
ance to allotments pertaining to the medical program. 

The foregoing are the units of the organization which have major 
responsibilities for conduct of the medical program in addition to the 
Department of Medicine and Surgery and Special Services. Each is 
a service which acts in part as staff to the Deputy Administrator and 
in part as an operating unit with direct responsibility for performance 
of essential operating functions. In this dual capacity, each has so 
influential a voice in the management of medical affairs, and so marked 
an effect on the operation of the medical program, as to be necessarily 
considered a part of medical administration under the present basic 
form of organization. 

In this chapter the basic, over-all organization for medical affairs 
has been described. The next two chapters deal, respectively, with 
the two units of organization at central office which are devoted exclu- 
sively to medical affairs, the Department of Medicine and Surgery and 
Special Services. 


Il. PRESENT ORGANIZATION OF THE DEPARTMENT OF MEDICINE AND SURGERY 


As shown in part I of this volume, the Department of Medicine and 
Surgery was established as a separate entity in Veterans Administra- 
tion by Public Law 293 in 1946. That act established the department’s 
top organizational structure and stipulated that the Chief Medical 
Director be responsible to the Administrator. Exhibit VIII shows 
the present organization of the department. 

As indicated on the exhibit, the Administrator is assisted by a 
special medical advisory group which he appoints. This group of 20 
medical and ancillary authorities advises him through the Chief Medi- 
cal Director. It meets quarterly to consider policy matters concerning 
the treatment and care of disabled veterans. . 
1. Office of the Chief Medical Director 

The Chief Medical Director is responsible for administration of 
the activities of the department, for development of policies governing 
professional work and for maintenance of favorable relations with 
governmental, professional, civil and veterans’ organizations and with 
outside individuals interested in the medical program. He is assisted 
in these broad duties by a Deputy Chief Medical Director and an 
executive officer. 

The Deputy Chief Medical Director serves, as designated, for the 
Chief Medical Director. He concentrates on internal administration 
and coordination of the activities of the department’s major units. 

The executive officer reports both to the Chief Medical Director 
and to his deputy. He screens the 1,500 to 1,800 inquiries which come 





each month to the Chief Medical Director’s office, bringing to the 
attention of the Chief or Deputy Chief any items that they should 
see and otherwise handling matters directly with appropriate officers 
within or outside the department. He routes outgoing material to 
those whose final attention and signature are required, and, as directed, 
follows up special projects. 

He approves departmental travel (except for research and educa 
tion) ; allocates space, supplies, and equipment ; signs personnel actions 
whic h are to go to the Civil Service Commission; and, with the assist- 
ance of four clerks, expedites processing of personnel actions for 
civil service staff. 

He also directs an assistant executive officer and an Office Service 
Section, which furnishes the central office of the department with 
communications services and messengers, and operates a typing and 
stenographic pool and the centralized files. This section also requisi- 
tions supplies, provides a duplicating service, processes travel re- 
quests, maintains records of equipment inventories, allocates space 
und keeps time and leave records, 

2. Program analysis staff 

The program analysis staff develops and administers management 
controls, including budgets, allotment and transfer of department 
funds, central office and field station ceilings and staffing patterns 
for professional and ancillary personnel, manuals of practice and 
procedures, and instructional bulletins and reports. Material pro- 
posed for publication clears through this staff. 

The director of the program “analysis staff personally controls 
staifing patterns. He usually represents the department in diseus- 
sions of medical legislation before Congress. He helps formulate 
current operating and long-range plans and initiates and conducts 
special studies. He has a spec ial assistant who forecasts future hos- 
pitalization needs and recommends stafling patterns. The staff has 
four divisions, the chiefs of which report directly to the director. 

(1) Liaison Division —This division reviews proposed publica- 
tions, eliminates duplications or conflicts and routes them for con- 
currence. In addition, it reviews legislation to determine its effect 
on the medical program and the action required. 

(2) Administrative Management Division—This division is re- 
sponsible for the standardization of medical administrative practices 
and procedures and for the development or approval of recommended 
changes in organization to meet changing conditions. It also con- 
trols forms used throughout the department and administers the 
cael suggestion system and work improvement program for the 
department. The work is performed in five sections. 

The General Medical and Surgical and TB Section formalizes 
policies, standard practices and administrative procedures pertaining 
to general medical and surgical care and treatment of cabemneauie 
It issues and maintains manual M10-6 in which these are recorded. 

The Regional Offices Section performs similar functions with respect 
to clinic operations and issues and maintains manual M10-8 governing 
these activities. 

The NP and Domiciliaries Section has similar responsibilities with 


respect to neuropsychiatric treatment and care and the operation of 
homes. 
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The Organization Section analyzes organization problems and re- 
quirements, recommends major changes and improvements in organ- 
ization and reviews organization recommendations submitted by other 
units of the department. 

The Forms Unit controls and standardizes forms, develops form let- 
ters and administers the employee suggestion and work-improvement 
programs throughout the department. 

(3) Budget and Planning Division-—This division is responsible 
for preparation and submission of the departmental budget and 
for review of the consolidated medical program budget. It obtains 
quarterly allocations of funds and requests special funds and ceilings 
for medical organizations in the field. This work is performed in three 
sections. 

The Estimates Section obtains estimates of budgetary needs and 
prepares the department budget. 

The Appropriation Control Section maintains control records over 
allotments, obligations and personnel ceilings. 

The Cost Accounting Section develops and analyzes cost data con- 
cerning medical operations and establishes criteria for use in esti- 
mating budget needs and in appraising and controlling obligations. 

(4) Medical Statistics Division —The work of this division, which, 
as the title indicates, is concerned entirely with medical statistics, is 
performed in three sections. 

The Administrative Statistics Section analyzes administrative sta- 
tistical data and develops statistical reports summarizing results of 
medical operations. It also prepares the section of the agency’s annual 
report devoted to the medical program. 

The Biometrics Section is responsible for the analysis and prepara- 
tion of medical statistics pertaining to patient loads, length of stay 
and morbidity. It takes the annual hospital census and estimates 
future patient loads and bed requirements. 

The Processing Section codes and prepares punched cards for me- 
nical tabulation of the statistics required by the foregoing sec- 
tions, principally the Biometrics Section. 


} 


Research and Education Nervice 

the Assistant Chief Medical Director of the Research and Educa- 
tion Services administers the $6,329,000 program of education, train- 
ing and research which was described in part I of this volume. He is 
responsible to the Chief Medical Director for the planning and direc- 
tion of these vital activities and for the best use and adequate steward- 
ship of the funds appropriated to support them. He personally 
screens requests for research and educational funds and authorizes 
travel funds for individuals to attend seminars or institutes. In 
collaboration with the professional services of the department, he 
works with the deans committees to establish and fill residencies in 
hospitals. 

He has an executive officer who prepares the research and education 
budget, keeps account of contractual research, administers procedures 
for selecting employees for special training and drafts legislation 
affecting research and education. The Service contains three divisions. 

(1) Education Division.—This Division helps to inaugurate and 
maintain educational programs through constant contact and corre- 
spondence with deans committees as to their problems and needs. It 
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also keeps abreast of educational developments in colleges, associations, 
and general medical sciences. It works with accrediting agencies to 
gain approval for residencies in Veterans Administration “hospitals. 

(2) Research Division—This Division apportions funds for general 
research laboratories in hospitals and for specific research programs. 
It maintains liaison between those wishing to undertake research con- 
tracts and the National Research Council, which screens all requests, 
and makes contractual funds available on approval. The Division 
contains two sections, 

The Radioisotope Section, headed by a chief who is also special 
assistant on atomic medicine to the Chief Medical Director, directs 
radioisotope laboratories and atomic civil defense training through- 
out Veterans Administration. 

The Dermatology and Syphilology Section, headed by a part-time 
consultant, locates veterans with a history of syphilis and informs 
appropriate State or local authorities so that required action may be 
taken to protect public health and to avoid subsequent costly hos- 
pitalization of infected veterans. 

(3) Medical [ustration Division—This Division plans advance- 
ment of medical education through visual aids, prepares exhibits and 
films for presentation of Veterans Administration material at medical 
meetings, develops medical record forms, prepares publications, and 
helps solve medico-legal problems. It sets space, equipment, and per- 
sonnel standards for medical illustration laboratories at hospitals. 


|. Professional service 


An Assistant Chief Medical Director of the Professional Service 
has the task of coordinating the work of nine professional divisions, 
which, collectively, are responsible for planning and directing the 
major part of the medical program carried on in the hospitals and 
clinics. Although the divisions vary widely in size and interest, the 
Assistant Chief Medical Director tries to weld them into a team 
capable of forming consistent policy and an integrated program for 
veterans’ care. He is in effect “chairman of the professional com- 
mittee.” Reflecting that status, his office includes five coordinating 
elements through which he works to achieve unity of purpose and ac- 
tion among the professional services. 

The Chief of the Professional Technical Section has power of ap- 
proval over personnel actions, medical personnel qualification stand- 
ards, and ceilings in the professional services throughout Veterans 
Administration. He appoints disciplinary boards and follows up 
their recommendations. He allocates funds quarterly for consultants 
and attendings at hospitals. He reviews field budgets and ceilings 
and develops the budget for the Professional Service. He arbitrates 
between divisions on funds for research and education. He or his 
staff reviews and obtains comments from divisions on, and drafts 
replies to, all field supervisory reports except as hereinafter noted. 

The Chief of the Professional Inquiries Section answers congres- 
sional and other mail on medical questions, obtaining information 
from the field as needed. He drafts reports on investigations into 
medical accidents, improper medical practice, and similar situations. 

The coordinator of paraplegic affairs coordinates the various = 
sional services in planning and formulating programs especially for 
the care of veterans with this disability, and | participates in the review 
and authorization of special housing for paraplegics. 


ibn ge 


cia it, nt KALBA ts 


PaO es 


nak Cetin tet 


2 eA BING 





os 
F 


<b) Sbae 


brn oar 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 473 


The medical records librarian, a consultant, supervises a training 
aud medical records improvement program in this work at 78 field 
stations. 

A Board of Chief Consultants, consisting of 24 outside representa- 
tives of various specialties and appointed by the Chief Medical Diree- 
tor, meets on call to advise on professional objectives, policies, stand- 
ards, and problems. Members make field visits and recommend area 
consultants for appointment. 

Reporting to the Assistant Chief Medical Director for the Profes- 
sional Service are nine professional divisions. Each develops policies, 
plans, and programs for, and coordinates and supervises, its field 
counterpartactivities. Directly or through consultants, each inspects 
field stations and evaluates their performance. Each maintains close 
relations with professional associations or groups. Each sets profes- 
sional standards for equipment and facilities. Each guides recruit 
ment and training of staff, helps establish ceilings and controls ap- 
pointments of staff in the field. Each provides for preparation of 
papers on professional topics. Each plans and fosters programs of 
education, training, and research. These nine divisions are discussed 
in the following paragraphs. 

(1) Medical Division ——In addition to the broad duties common 
to all professional divisions, this Division is primarily engaged in 
establishing the etiology of veterans’ disabilities as a basis for adjudi- 
cating claims for compensation. This work is performed at the request 
of Adjudication Divisions or the Board of Veterans Appeals. Other 
specific functions include assignment of preliminary grades to appli- 
cants for medical appointments, an occasional field study and review 
of field supervisory and accident reports. Supervision of field activi- 
ties for this Division is largely done by 63 area consultants, working 
through area medical directors. 

(2) Surgical Division—In addition to its broad duties, this Divi- 
sion also devotes considerable time to establishing etiology for Adjudi- 
cation Divisions or the Board of Veterans Appeals. 

To help plan, set standards, and select field staff, the Division reviews 
a monthly surgical field performance report. Like the Medical Divi- 
sion, it relies heavily on formal reports from area consultants located 
in area medical offices. 

(3) Radiology Division—This Division, which includes an X-ray 
engineer (from the budget of Hospital Operations Service), develops 
standards and specifications for X-ray equipment, reviews proposed 
fiell X-ray layouts and prepares technical material on the operation 
of Veterans Administration radium bank and tumor centers and on 
lead-lining protection from X-rays. The Division has reviewed 16,000 
films for establishment of etiology on claims and appeals since 1946. 

(4) Tuberculosis Division—This Division contains a chief and an 
assistant chief who jointly direct three sections in the development of 
policies for tuberculosis programs in tuberculosis hospitals and in 
tuberculosis sections of general medical and surgical and neuropsy- 
chiatric hospitals. 

The Program Standards and Development Section develops esti- 
mates of beds needed for tuberculosis patients and reviews hospital 
facilities for possible conversion to tuberculosis hospitals. It reviews 
budgets, plans field training needs, establishes etiology, prepares data 
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for the annual report, prepares answers to correspondence, and de- 
velops leads on potential tuberculosis hospital staff. 

The Tuberculosis Control Section maintains a Tuberculosis case 
register of World War II veterans and directs case findings through a 
program entailing chest X-rays of upward of 2 million persons a year. 
Research and education funds support this section. 

The Antibiotics Study Section runs chemotherapy research, car- 

ried on in 42 hospitals under the auspices of a group of committees. 
It prepares quarterly progress reports, conducts an annual conference 
and prepares informational bulletins. Research and education funds 
support the program. 

Field supervision for the Tuberculosis Division is conducted by full- 
time staff in area medical offices and by an average of three consultants 
in each area. 

(5) P sychiatry and Neurology Division—This is the largest of 
the profession: il divisions. It directly handles its own budget, staff- 
ing, training, and field supervision reports. An administrative as- 
sistant issues a regular series of monthly informational bulletins. An 
advisory committee of 23 well-known specialists meets once a year, 
meanwhile operating through permanent subcommittees on hospital 
construction, lobotomy, clinical psychology and other special phases 
of neuropsychiatric treatment. There are six sections in the Division. 

1. Neurology Section: This section oversees the operation of neuro- 
logical services at 14 hospitals. It works with the Army Institute of 
Pathology, for which Veterans Administration is a specimen source 
in neuropathology. It oversees the Veterans Administration epilepsy 
center which Harvard University operates, the traumatic center which 
Washington University runs, three aphasia centers and two neuro- 
logical rehabilitation centers. It enlists aid from deans of medical 
schools and the American Institute of Neurology to recruit Veterans 
Administration staff. 

2. Out-patient Section: This section creates and maintains mental 
hygie ne clinics, supervises neuropsychiatric activities in regional of- 
fices, helps to select clinic supervisors and prepares technical bulletins 
on mental hygiene. 

5. In-patient Section: This section reviews psychiatric work in 
Veterans Administration hospitals and approves appointments of key 
professional staff and managers for neuropsychiatric hospitals. It 
works with the deans of 39 medical schools with Veterans Administra- 
tion residencies in psychiatry. It runs in-service institutes and sem- 
inars and has produced a manual of operations for neuropsychiatric 
hospitals, not yet released. It reviews plans for modernization of 
facilities and participates in space surveys involving neuropsychiatric 
hospits als. 

4. Clinical Psychology Section: This section guides and evaluates 
the work of clinical psychologists in neuropsychiatric hospitals and 
out-patient clinics. It deals through six area psychologists with 40 
universities and the American Psychological Association to select 
trainees. It arranges for staffing positions in the field. It directs re- 
search projects which have included measurement scales, the domicil- 

iary population, the efficacy of lobotomies and tests -for staff develop- 
ment. 

5. Research Unit: This Unit keeps abreast of NP research under 
way at 30 Veterans Administration hospitals, clears proposed projects 
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with the National Research Council and conducts research in lobotomy 
and in comparative costs of hospitalization versus preventive out- 
patient treatment for neuropsychiatric disabilities. Research and 
sage funds support the Unit. 

Program Planning and Analysis Section: This Section reviews 
siamebiaontions involving assaults, suicides, A. W. O. L.’s and similar 
situations among neuropsychiatric patients and drafts replies. It 
also establishes ‘etiology and interviews employees who may have 
psychiatric difficulties. 

Statistical and narrative reports, area office staff and area consult- 
ants and direct contact with the field are used in varying degrees 
within the Psychiatry and Neurology Division to exercise field 
supervision. 

(6) Physical Medicine and Rehabilitation Division —This Division 
aims to prepare each patient physically, mentally, socially, and voca- 
tionally for the fullest possible life compatible with his abilities and 
disabilities. In aw of this objective it carries out the broad 
planning, programing, staffing, supervisory and other functions com- 
mon to all seotensiounl divisions through a full-scale organization 
headed by a chief; an assistant chief who coordinates special projects 
and serves as chairman for a committee on housing for paraplegics; 
and an exeutive officer who runs the divisional office, administers the 
budget, prepares divisional instructions and reports, and handles area 
staff and consultants’ field survey work. There are six principal 
sections. 

Physical Therapy Section: This Section provides direction for 
physical therapy activities in all hospitals, 28 regional offices and some 
Veterans Administration offices. 

By Veterans Administration definition, physical therapy is “the 
treatment of disability, injury, and disease through the use of physical, 
chemical, and other properties of heat, cold, light, water, and elec- 
tricity; also massage, therapeutic exercise, muscle reeducation, and 
activities inherent in daily living.” Among its techniques are nerve, 
range of motion, skin temperature, and other tests frequently used for 
diagnostic purposes. 

2. Corrective Therapy Section: This section is responsible for cor- 
rective therapy in all general medical and surgical and neuropsychi- 
atric hospitals and in one regional office, but not in tuberculosis 
hospitals. 

Corrective therapy is primarily used “to minimize and prevent the 
physiological and psychological deconditioning phenomena of in- 
activity.” Adapted exercise is the basic technique. 

Occupational Therapy Section: This Section provides direction 
for occupational therapy in all hospitals, in two regional offices and 
(under contract) in some curative workshops. 

This is defined as “treatment of disability, injury, and disease 
through the use of scientific, purposeful, and constructive activity. 
Handicrafts, both in shop and on ward, comprise the principal 
a ality. 

Educational Therapy Section: This section offers instruction at 
re ‘ntary school, high school, or college level. It has arrangements 
with 44 States whereby patients who pass standard tests can get high- 
school diplomas. Educational therapy is available at all hospitals 

ind at one regional office. 
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Manual Arts Therapy Section: This section offers instruction in 
elementary, intermediate and advanced shop theory and _ practice. 
Shops include metal, wood, electrical, graphic arts, agricultural, 
photographic, precision machinery and assembly (radio). Manual 
arts therapy is available in hospitals and in one regional office. 

6. Audiology and Speech Correction Section: This Section estab- 
lishes and directs clinics for treatment of the deaf. Currently there 
are seven of these: one in a hospital and six in regional offices. It 
furnishes a man to the Prosthetic and Sensory Aids | Service, to assist 
in procurement of hearing aids for veterans. 

In addition to the foregoing, the Physical Medicine and Rehabili- 
tation Division has a consultant for the blind, whose main interest is 
the blind retraining clinic at Hines Hospital where Veterans Adminis- 
tration personnel is trained in this technique, and a tuberculosis 
rehabilitation specialist, who maintains contact with national organ- 
izations and agencies working along this line and who counsels Vet- 
erans Administration stations on how to get best results from rehabili- 
tation effort with tuberculosis patients. 

It is also planned to include in the Physical Medicine and Rehabili- 
tation Division a medical rehabilitation adviser to consider ways and 
means of making vocational guidance available to non-service- con- 
nected cases, as a part of medical and hospital care, under physicians’ 
direction and prescription. Until recently this help had been avail- 
able only in cases of service-connected disability, datendhe the voca- 
tional rehabilitation (Public Law 16) program in regional offices. 

(7) Pathology Division—This Division, consisting of a chief. a 
biochemist, and a toxicologist, carries the same broad functions of 
standards setting, field supervision, research, claims review, and out- 
side relations responsibilities as those of other divisions of the Profes- 
sional Service. It exercises professional direction of the clinical and 
research laboratories, largely through the Armed Forces Institute of 
Pathology, which keeps 23 Veterans Administration employees on its 
premises to help work on difficult technical problems, including diag- 
noses, and to conduct Veterans Administration research in tumors, 
diseases of the liver, and tropical diseases. Additional Veterans Ad- 
ministration personnel trains in pathology of tropical diseases at the 
Army’s Diagnostic Center in Atlanta. These are classed as research 
and education projects. 

Central office staff maintains relations with the Public Health Serv- 
ice, the Cancer Committe of the National Research Council and the 
American Red Cross, through which a blood-bank program conducted 
by regional offices has been established. 

The Pathology Division uses area consultants for field supervision 
and further judges performance through review of the quarterly re- 
ee of field laboratories, data reports and reports on autopsies. 

8) Dietetic Division—The Dietetic Division is responsible for 
fond service and nutritional activities. These embrace a full dietary 
service for patients and staff at Veterans Administration hospitals; 
the same for 5 of the existing 17 homes; nutritional clinics giving 
dietary advice and guidance to outpatients at 17 regional] offices ; and 
training for dietetic interns at Bronx, Hines, Memphis, and Los An- 
geles hospitals. 

A chief dietitian heads a fully self-sustaining central office organ- 
ization which carries on the full scope of broad functions typical of 
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the professional divisions. The Division works with a Dietetic Ad- 
visory Council and with the American Dietary Association, which 
certifies internship courses of Veterans Administration. On the staff 
is a dietetic service analyst who administers the divisional budget and 
compares actual with standard ration costs in stations. There are 
four sections. 

1. Dietetic Administration Section: This section conducts equip- 
ment and lay-out studies; develops standard meat cutting, food 
preparation, and food service methods and ration patterns; and 
checks food usage and prices from monthly reports, calling variances 
from standard to the attention of stations. It develops food pur- 
chasing specifications and adjusts differences between hospitals and 
Supply Service on subsistence items. It develops personnel qualifi- 
cations and screens candidates. ; 

2. Field Supervision Section: This section provides for station 
surveys by six area dietetic representatives and five central office die- 
tetic representatives. The latter institute new policies, programs or 
methods; assist in correction of out-of-line performance; draft re- 
plies to area survey reports; and follow up survey recommendations. 

3. Diet Therapy Section: This one-employee Section develops spe- 
cial diets for various types of disabilities and therapeutic devices used 
in food service. 

4. Dietetic Education Section: This Section prepares training ma- 
terial and sets up training courses with the help of the American Die- 
tary Association. 

(9) Social Service Division—The Social Service Division is de- 
voted to medical rehabilitation and, specifically, to the reduction in 
the number of hospital readmissions and “against medical advice” 
discharges. It also offers advice and help on prehospitalization prob- 
lems, on problems adversely affecting recovery and on posthospitaliza- 
tion adjustment; provides services to other components of Veterans 
Administration on adjudication of claims and investigation of need 
for or suitability of guardians; and participates in community plan- 
ning for care and rehabilitaton of disabled veterans. 

The Division attempts to coordinate regional office social services 
With those in hospitals so as to achieve integration and continuity of 
‘are and to take maximum advantage of community resources in order 
to maintain a minimum Veterans Administration staff. In so doing, 
it carries on the functions normal to all professional divisions. 

The Division has a Social Service Advisory Council and works close- 
ly with the American Association of Medical Social Workers and the 
American Hospital Association, which formulated and approved the 
standards to which Veterans Administration social-service activities 
adhere. Although not formally organized into sections, the Division 
provides for specialization of effort through assignment to various in- 
dividuals of the following key functions: 

1. Field service (areas I, II and ITI), headed by an assistant chief, 
contains three field-service representatives who review and draft an- 
swers to reports coming from stations and write or visit stations 
which seem to need special assistance. 

_ 2. Staff Development develops training programs for staff and 
for social-work trainees who are drawn from participating schools. 
_3. Operations reviews budgets, plans ceilings and develops bulle- 
tins and manuals. 
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4. Programs develops social-service programs, writes for publica- 
tions and arranges appearances before professional groups. 

Aside from the usual survey reports by six area social-service rep- 
resentatives, the Division reviews a quarterly narrative report and a 
bimonthly statistical report from field stations. 

Exhibit VIIT shows a tenth unit under Professional Service. This 
unit, Special Boards, in actual practice operates under the direction 
of Professional Service even though the agency’s official organization 
manual indicates that its reports to the Chief Medical Director. 

Special Boards, under a chairman, are set up pursuant to Public 
Law 293 with respect to appointment of professional personnel cov- 
ered by that law. The boards review proposed personnel actions af- 
fecting professional positions, check basic qualifications of specific 
candidates against standards established by the professional divisions, 
route personnel actions to appropriate professional divisions and no- 
tify authorities requesting the actions of decisions of the boards 
thereon. 

Of the six boards originally contemplated, only three exist: Pro- 
fessional Standards and Promotion, Physical Standards, and Dis- 
ciplinary. Board membership differs with the professional specialty 
under consideration; only the chairmanship is constant. 

Through a Records and Reports Section, the chairman of Special 
Boards maintains individual employee records on all Public Law 293 
personnel in Veterans’ Administration, keeps a station location file 
for all doctors and dentists, prepares a quarterly professional qualifi- 
cations report on doctors and dentists and prepares monthly vacancy 
reports on professional field positions. 

5. Dental Service 

The Assistant Chief Medical Director of the Dental Service de- 
velops and directs a broad field program which utilizes nearly 1,000 
dentists in some 220 hospitals, homes and clinics, and in which 58,000 
practicing dentists participate on a fee basis to give veterans home- 
town dental care, 

Since 1948, he has had an advisory committee of five to assist him 
in formulating policy and in planning and implementing a full-scale 
program of dental education and training. He has an Assistant Di- 
rector who acts for him in his absence and who handles matters of 
internal operation. Four divisions comprise the service. There are: 

(1) Dental Professional Services Division—This Division secures 
qualified field personnel and arranges equitable fee schedules for home- 
town, outpatient dental care. It deals thereon with the American 
Dental Association and with State boards of dentistry throughout the 
country. 

(2) ‘Dental Research and Education Division—This Division 
works with dental schools to set up dental residencies and in-service 
training (given Veterans’ Administration dentists by seven schools) 
and an in-service training center soon to open at the new tumor hospi- 
tal in Chicago. It keeps account of consultant appointments and of 
conformance to statutory limits of consultants’ annual earnings. It 
clears dental-research projects through the National Research Coun- 
cil in coordination with the Research and Education Service. 

(3) Dental Requirements and Auxiliary Services Division—This 
Division develops supply and equipment standards and needs. It ree- 
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ommends space allocation and layouts. It plans staffing and train- 
ing and recommends ceilings for dental auxiliary positions. It works 
with the Bureau of Standards on research, mainly in connection with 
Way Pea ition on substitutes for gold. 

4) Dental Field Supervision Division ——Under a Chief, this Di- 
vision comprises five field supervisors who make field surveys directly 
out of central office and who rate the performance of all chiefs of 
dental service in field stations. Their reports clear through neither 
the station manager nor the area medical office, but go direct to central 
office Dental Service. 

The basic functions of the Dental Service, carried on threugh tlre 
foregoing divisions, are seen to be essentially the same as those of the 
Professional Service, namely: Planning, programing, standards set- 
ting and evaluation of professional performance throughout Veterans 
Administration. 


6. Nursing service 

Nursing Service is headed by a Director responsible for improving 
nursing care through sound policy, education and training, recruit- 
ment and placement, and programing. The Service has four divi- 
s1ONns. 

(1) Nursing Standards and Operations Division—This Division 
develops improved procedures for patient care, currently emphasizing 
NP and TB. It works to increase-and improve Veterans Adminis- 
tration utilization of nursing staff. It develops ceilings, advises on 
professional personnel actions and assists stations in the direction, 
placement, and supervision of classified (civil service) Nursing 
Service personnel. 

(2) Nurse Professional Standards Division—This Division formu- 
lates personnel policies, operates nursing special boards for author- 
izing professional personnel actions, makes appointments to the two 
uppermost nursing grades, frequently acts on lower grade appoint- 
ments submitted for central office review and maintains a complete 
file of personnel records of Veterans Administration nurses. 

(3) Community Nursing Division—This Division is devoted to the 
improvement of nursing standards in regional offices. It accomplishes 
this through field trips, policy recommend: ations, educational and pro- 
motional effort, and review of field supervisors’ reports. It negotiates 
and annually reviews contracts for home nursing on a fee basis. It 
is re presented on special boards affecting regional office nurses. 

(4) Nursing Education and Training “Divi vsion.—This Division 
plans and prepares material for basic and refresher in-service train- 
ing in conjunction with colleges and schools of nursing and State 
boards of nursing examiners. It directs affiliate nurse training, sup- 
ported by research and education funds, in 14 hospitals. It selects 
and counsels trainers, authorizes personnel actions for the nursing 
educational field staff, and prepares articles or arranges for articles 
to be published in professional journals. 

Field supervisors working out of four of the six area medical offices 
handle most station surveys, but central office staff continues field 
survey work as time permits or as need requires. 

As shown by the foregoing discussion, the basic functions carried on 
by Nursing Service are essentially the same as those of the Profes- 
sional and Dental Services at central office. 
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. Prosthetic and Sensory Aids Service 


In its present form, this service dates back to 1946, when need for 
drastic action was indicated by widespread complaints of amputee 
veterans about bad quality prostheses and unsavory trade practices. 

Prosthetic and sensory aids include artificial limbs, orthopedic 
braces and shoes, wheel chairs, crutches, canes, hearing aids, aids to 
the blind, optical supplies, artificial eyes, cosmetic restorations , and 
related aids and appliances. 

Veterans Administration furnishes these items to veterans as needed, 
evaluates and improves the items, works to raise standards among 
manufacturers, and instructs doctors and technicians on the use of 
prosthetic and sensory aids. 

In charge of the program is an Acting Director who works part time 
for Veterans Administration, dividing his time between New York 
and Washington. An assistant to the Director serves as head in the 
absence of the Director. An advisory committee counsels with the 
Director on program policy, operations, research, and education. The 
Service is divided into operations, located in Washington, and re- 
search, located in New York. 

Operations are under an Assistant Director who coordinates four 
divisions. 

(1) Prosthetic and Orthopedic Aids Division—This Division is- 
sues instructions concerning use of artificial limbs, stump socks, braces, 
shoes, wheel chairs, and other such aids; plans special programs, such 
as centralized supply depots and the service card repair system; de- 
velops standards; solves supply problems; evaluates prosthetics and 
aids; and identifies research needs. It also standardizes practices for 
orthopedic shops which make braces and orthopedic shoes. 

(2) Restorations and Sensory Aids Division.—F or hearing aids and 
batteries, plastic artificial eyes, body and facial restorations, wigs, aids 
to the deaf and blind, ey eglasses and frames, and related items, this 
Division performs duties like those of the Prosthetic and Orthopedic 

Aids Division. It has concentrated on specification development, 
standardization and centralized contracting for lenses, and on raising 
of ethical standards in the hearing-aids industry. It is responsible 
for the plastic eye and restoration clinics. 

(3) Administration Division—This Division carries on general 
divisional administration and field supervision. 

An administrative officer edits publications; analyzes field reports; 
compiles statistics, budgets, and ceilings; and formulates policy and 
procedure governing issue and servicing of prosthetic and sensory aids 
by field units. 

Five prosthetic field supervisors conduct field surveys, oversee prac- 
tices of the prosthetics trade, handlle inquiries from veterans’ organi- 
zations, investigate complaints, and audit administrative practices of 
orthopedic clinics in designated areas. 

(4) Educational Division —This Division develops material for 
education and training of disabled veterans in the functions and use 
of all types of prosthetic and sensory aids. It disseminates technical 
information, plans in-service training in administrative procedures, 
maintains the prosthetic and orthopedic aids exhibit and the profes- 
sional library, and works with the Orthopedic and Limb Manufac- 
turers Association on a national suction socket school program for 
surgeons and limb fitters. 
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The Assistant Director for research directs research projects for the 
development and testing of prosthetic devices. He works with manu- 
facturers, the Armed Services, universities, and others. In conjune- 
tion with New York University, he directs a prosthetic testing and 
development laboratory fully equipped for testing artificial limbs. 
Some research is also carried on under his direction in the New York 
regional office plastic eye and restoration clinic. 

owever, his principal task js administration of contractual re- 
search. Of $944,877 requested for prosthetic and sensory-aid research 
in fiseal year 1953, over 90 percent is expected to be contracted to insti- 
tutes, schools, and hospitals, mostly under the auspices of the Na- 
tional Research Council. 

Officially responsible to the Chief Medical Director, but operation- 
ally and professionally part of Prosthetic and Sensory Aids Service. 
are 50 orthopedic and prosthetic appliance clinic teams located at se- 
lected regional offices. “ach team, headed by a consultant and other- 
wise manned by regular Veterans Administration employees, works 
with patients and with the appliance trade for most satisfactory re- 
sults in outpatient prosthetic work, 

&, Out-patic nts Service 

The Assistant Chief Medical Director of the 
responsible for regional office clinic administr 
tration, and professional direction of the 
combination of functions is reflected in the 
to him. 

(1) Veterans Homes Division.—This Division has over-all control 
of homes and also oversees Federal payments for veter 
State soldiers’ homes. It reviews key appointments 
struction and alteration of homes. 

(2) Pharmacy Division.—This Division 
tion of pharmacy service throughout Veterans Administration. In 
this respect it is similar to the divisions of the Professional Service. 
It negotiates fee-basis charges with pharmacists’ State associations, 
develops procurement specifications for drugs and passes on field ap- 
pointments, Through the Research and Education Service, it con- 
tracts for research with Army and Navy laboratories and provides for 
training of pharmacy interns. It also publishes a formulary, 

(3) Field Out-patient Operations Division.—This Division is in 
process of formation. Eventually, it will conduct field surveys of 
regional office clinic operations. At present it depends on reports from 
specialists in area medica] offices. It approves appointments of chief 
medical officers and key administrative personnel of clinics and devel- 
“ps contracts and procedures for fee-basis medical treatment and for 
care in private hospitals. It plans the use of non-Federal hospitals 
by Veterans Administration. 

(4) Central Office Out-patient Operations Div 
principally handles liaison with other Gov 
partments which exchange facilities and patients with Veterans Ad- 
ministration. Reflecting this function, it has two sections. 

l. Hospital Section : 'Phis section develops procedures for acquiring 
beds from the Armed Forces, advises on individual veterans’ eligibility 
for hospitalization and transportation and hegotiates placement of 
nilitary patients in Veterans Administ ration hospitals, 
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Out-patient Field Operations Section: This section certifies for- 
eign accounts (services rendered to United States veterans abroad), 
expedites hospital admissions in individual cases, handles veterans’ 
complaints and inquiries at central office and initiates policies for 
processing claims for unauthorized medical services. 

Hospital Operations Se reice 

The Assistant Chief Medical Director of the Hospital Operations 
Service directs a staff which develops technical standards for hospital 
facilities and supplies, seeks conformance to policy and improvement 
in hospital administration and management and acts as a focal point 
of liaison between hospital management and central office authorities. 
Under him, there are two divisions. 

(1) Hospital Requirements and Equipment Division—This Divi- 
sion develops coordinated activation plans for new hospitals, including 
approved ceilings, space allocation and layout, and equipment installa- 
tion and layout, and for equipment installation in altered hospitals. 
It includes: 

Technical Requirements Section: This section inspects hospital 
construction and alterations and conducts hospital bed surveys in 
conjunction with representatives of Construction Service. 

Medical Equipment and Supply Requirements Section : This See- 
tion writes specifications for purchased items, works with suppliers 
and producers for product improvement and develops training meth- 
ods in the use and servicing of medical equipment and supplies. 

(2) Hospital Administration Division—This Division furnishes 
Nadeae between central office and hospital managers. Through the 
chief medical director, it recommends hospital managers to the Ad- 
ministrator’s selection committee, plans and promotes institutes for 
managers and a medical administrative internship program and ar- 
ranges and encourages membership in professional organizations for 
Veterans Administration managers. It contains two sections. 

Field Representatives Section: This consists of six men, each 
covering a designated area medical office. Each reviews field super- 
v isors’ reports and develops or expedites replies to station inquiries. 

Registrar Section: This Section supervises the field registrar 
activities through a review of field reports, answers inquiries and 

interprets policies governing registrar functions and recommends 
individuals for appointment as registrars. 

The Hospital Operations Service works with and through the six 
area medical directors to assure administrative control and direction 
over hospital operations. 


y | red Tie dical onice 8 


The six area medical offices were authorized in and have been in 
operation since May 1949, after the abolishment in January of that 
year of Veterans Administration’s 13 branch offices. Exhibit I, fol- 
lowing page 16, shows the area jurisdiction. 

The primary function of area medical offices is field supervision. 
In agency terminology, field supervision carries no operational au- 
thority. However, area medical officers are empowered to take “such 
corrective action as is indicated in conformity with existing policy 
and directives,” and they are sometimes granted authority to carry 
through specific projects or assignments. 
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Each area medical director reports to the chief medical director 
through the deputy chief medical director. The area medical director 
manages the internal operations of his organization, administratively 
directs professional staff and area consultants assigned to the office, 
provides for orderly scheduling of station visitation and for sub- 
mission of adequate survey reports and keeps the chief medical director 
informed of conditions and needs in his area. In addition to his broad 
duties, the area medical director generally monitors admissions among 
hospitals to maintain optimum size and balance of patient load within 
the area; coordinates interrelated programs, such as similar research 
projects, among hospitals; moves to correct management deficiencies 
in hospitals and clinics; accumulates factual data on medical facilities, 
staff, and program, and analyzes need for and recommends modifica- 
tions therein; participates in recruitment, selection, and placement 
of Veterans Administration professional and management staff, of 
area consultants and of consultants and attendings at hospitals; and 
works with medical associations and other authorities on improved 
quality and utilization of fee-basis professional services, out-patient 
care, and contract hospitalization. 

A chief of a professional division assists the area medical director. 
He arranges itineraries and travel of area consultants and reviews 
their reports. He advises professional staff assigned to the office, 
helps them to coordinate their schedules and furnishes them clerical, 
travel, and other office services. He has a small clerical force. 

Area section chiefs, field representatives or area specialists, as they 
are variously designated, work out of each area office in some or all 
of the fields of general medicine, general surgery, psychiatry and 
neurology, tuberculosis, physical medical] rehabilitation, nursing, die- 
tetics, social service, clinical psychology, medical administration, and 
electromechanical equipment engineering. These are full-time Vet- 
erans Administration employees who are appointed by their counter- 
parts in central office. Medical administration and electromechanical 
engineering employees report to the Hospital Operations Service. 

These employees visit field stations, evaluate all aspects of station 
operations in their specialties and prepare formal reports of their 
findings and recommendations for central office, with a copy for the 
area office. They interpret 9 y, deal with schools and professional 
societies regarding Veterans Administration programs and expedite 
action for and between stations on such items as space, equipment, 
staff, patient interchanges, or installations of new programs or pro- 
cedures. In all of these latter matters, they generally act only after 
checking with central office authorities. 

An exception to the general rule is the clinical psychologist, who 
has authority to handle, within broad policy limits, all details of the 
clinical psychology training program in his area. 

Area consultants are used in substantial numbers to augment the 
area medical office staff. They are appointed by centr al office on 
the nomination of the chief consultant in their spec ialty, and usually 
with the area medical director’s concurrence. They serve on a fee- 
plus-travel-expense basis. They survey station operations in their 
specialties and report their findings and recommendations by the 
same procedure followed by the area professional staff. Area con- 
sulants work to stimulate and improve professional practice. They 
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may lecture, demonstrate, or practice in Veterans Administration hos- 
pitals or clinics as occasion arises and as authorized. 

The area medical office represents the farthest extension of the cen- 
tral office medical management into the field. With its description 
this chapter on the present organization of the central office of the 
Department of Medicine and Surgery concludes. 

The present organization of the Special Services, which is the 
other central office unit devoted see ate to administration of medical 
affairs, is described in the next chapter. 


Ill. PRESENT ORGANIZATION OF SPECIAL SERVICES AT CENTRAL OFFICE 


That part of the medical program concerned with canteens, chap- 
lains, recreation services, libraries, and voluntary services at Veterans 
Administration hospitals and homes is administered by a separate 
central office organization known as Special Services. Exhibit IX 
shows the present plan of organization of Special Services. 

As described in part I of this volume, special services are integral 
parts of the medical program and are in themselves large operations. 
At central office and in the field, the Veterans Canteen ‘Service alone 
employs over 2,300 people; other special services employ nearly 3,000 
full-time workers. Over 77,000 volunteer workers serve each month 
in Veterans Administration hospitals under the auspices of 41 na- 
tional organizations and more than 300 local organizations affiliated 
with the V oluntary Service’s programs. 

Broad planning and direction of these widespread activities are 
the duties of an Assistant Administrator for Special Services who 
reports to the Administrator through the Deputy Administrator. It 
is his stated objective to conduct. special services programs in a manner 
to contribute as much as possible to the care of patients, as certain 
services ancillary to medical practice. In addition to his broad policy 
and planning duties, he serves as Chairman of a National Advisory 
Committee on Veterans Administration Voluntary Services (VAVS), 
a position which typifies the heavy public relations aspects of his job. 

Reporting to this Assistant Administrator is an Executive Assistant 
who directs the activities in his superior’s absence and who administers 
the internal operations of the Department. 

A management and planning staff reports to the Executive Assistant 
and maintains liaison with other Veterans Administration programs 
and staff services. Special provision is made for coordination with 
Construction, Supply, and Real Estate on facilities and equipment 
needs in connection with the hospital construction program. The 
staff develops standard policies and procedures, makes management 
and operational studies, prepares publications, reviews field survey 
reports, and compiles operating statistics. 

A Fiscal and Administrative Service reports to the Executive Assist- 
ant and prepares the departmental budget, allocates and controls ap- 
propriated funds, administers the general post fund (about $2,300,000 
of donated moneys), administers position classifications, reviews 
proposed personnel actions, and works with Supply Service to assure 

satisfactory handling of the needs of Special Services. It furnishes 
mail, messenger, filing, and general office services to the Central Office 
Special Services orge anization. 
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Special Services contains six other major components, each of which 
reports to the Assistant Administrator through the Executive 
Assistant. 

1. Voluntary Service 

The previously mentioned National Advisory Committee on Vet- 
erans Administration Voluntary Services (VAVS) is closely con- 
nected with Voluntary Service. It provides advice concerning estab- 
lishment of policies and plans for such service. Representative of 
participating national organizations, this committee is under the As- 
sistant Administrator’s chairmanship but works with the Director of 
Voluntary Service. 

The Director and his staff of three set up standards and procedures 
for incorporating volunteer work into hospital and homes programs 
and for coordinating this work among field stations, advise local Vet- 
erans Administration Voluntary Services committees, plan volunteer 
programs, and evaluate program performance through field reports 
and minutes of meetings of the committees which operate the program 
locally. They have identified and defined the kinds of work that 


volunteers can contribute and have developed selection and training 
programs for volunteer workers. 
2. Recreation Service 

The Director of the Recreation Service provides for furnishing 
recreation to patients at hospitals and homes through three divisions. 

(1) Adapted Sports Division—The Adapted Sports Division de- 
velops sports programs especially designed for disabled persons, rang- 
ing from basketball for paraplegics to mental exercises for bed patients 
and including arrangements for sport shows furnishing spectator 
recreation. Manuals of standard practice have been developed, equip- 
ment specifications established, and training programs designed. A 
continuing flow of sports information is produced for field guidance. 
Programs are evaluated through monthly narrative and statistical 
reports from stations and through station surveys. 

(2) Hecreation Division—This Division provides technical guid- 
ance and materials for a wide range of activities. Participation activi- 
ties include theater productions, musical groups, hobby clubs, arts and 
crafts, radio and television programs, discussion groups, dances, par- 
ties, and tours. Entertainments in the form of concerts, shows, and 
personal appearances by celebrities largely constitute the passive ap- 
preciation program. The Division evaluates field performance 
through surveys and reports and directs it through bulletins and 
training programs. 

(3) Motion Picture Division——This Division runs a centralized 
booking agency for furnishing both 35- and 16-millimeter commercial- 
ly produced films to stations on regular schedules. It provides for pre- 
viewing, programing, and routing showings through 22 established 
circuits and for ordering, auditing vouchers, and authorizing pay- 
ments for films and related services. Most films are for entertainment ; 
a small percentage are for specialized medical purposes. The Divi- 


sion also provides training and appraisal of programs and personnel 
in stations, 





486 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


3. Library Service 

The director of the Library Service runs the general and medical 
reference libraries at central office and directs medical and patients’ 
library services at hospitals and homes through three divisions. 

(1) Medical and Gereral Reference Library Division—This Divi- 
sion operates the central office library. In conjunction with a medical 
advisory committee, it also screens requisitions and coordinates pro- 
curement of medical publications initiated by field libraries, supplies 
field librarians with information about medical publications, and 
directs training in medical librarianship. 

(2) Book Review and Readers’ Advisory Division—This Division, 
consisting of a chief and an assistant, plans a monthly Veterans Ad- 
ministration book club to which field librarians may subscribe, fur- 
nishes monthly summary book reviews, and suggests books suitable 
for bibliotherapy use with the aim of encouraging consolidated buy- 
ing and of reducing the selection work of field librarians. 

Technical Processes Division—This Division directs requisi- 
tion review and consolidation, ordering, voucher auditing, and cata- 
loging of books bought for Veterans Administration libraries. Annu- 
al, open-end contracts are negotiated, machine tabulating processing 
techniques are developed and standard book cards and pockets are 
furnished to field libraries. 

}. Chaplaincy Service 

The Director of the Chaplaincy Service, according to manual M6-3, 
reports professionally to the Administrator and administratively to 
the Assistant Administrator for Special Services. The latter rela- 
tionship is the effective one in operation. 

The Director supervises field chaplaincy work through his own 
field supervisors working directly out of central office. The Service 
procures chaplains for field stations, providing for denominational 
balance and assignment appropriateness, and nominates them for 
approval by the station manager concerned and for appointment by 
the Administrator. It maintains contact with church authorities 
to gain approval of candidates and to assure sound relations between 
the churches and Veterans Administration as to their respective au- 
thorities over chaplains. 

Area supervisory staff 

The six area directors advise, guide, and evaluate performance in 
recreational, library, and voluntary programs at field stations. They 
audit conformance to policy and procedure, recommend improvements 
and remedial actions to local management, conduct area-wide confer- 
ences and submit formal reports to central office on findings and recom- 
mendations at each station visited. They recruit and recommmend 
placement by central office of key Special Services field personnel. 

Veterans Canteen Service 

The Veterans Canteen Service operates pursuant to Public Law 636, 
Seventy-ninth Congress, which established it as “an independent unit 
in the Veterans Administration (which) shall have exclusive control 
over all its activities including sales, procurement and supply, finance, 
including disbursements, and personnel management.” It operates 
like a wholly owned Government corporation, financed by a revolving 
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fund deposited with the Treasury Department. Only its administra- 
tive personnel at central and area offices is subject to civil service; 
employees at canteens are exempt therefrom. 

The Director of the Veterans Canteen Service is legally responsible 
under the Administrator’s delegated authority for “making available 
to veterans who are hospitalized or domiciled in hospitals and homes 
of the Veterans Administration, at reasonable prices, articles of mer- 
chandise and services essential to their comfort and well-being.” 
Under him are four divisions and five area field offices. 

(1) Procurement Division—This Division negotiates price-agree- 
ment lists for direct field requisitioning on suppliers, fixes maximum 
prices, and merchandises the canteen general product line. 

(2) Food Management Division—This Division develops policy 
and procedure governing procurement, storage and sale of food, and 
prepares cafeteria lay-out standards and equipment specifications, | 

(3) Store Management Division—TYhis Division develops policy 
and procedure governing stock control, promotion and display, and 
liquidation, and sets standards for provision of such services as barber- 
ing, dry cleaning, and vending machines. 

(4) Finance Division —This Division develops standard accounting 
systems and controls, maintains accounts on the revolving fund, and 
directs audits, disbursements, and bonding through field offices. It 
prepares the service’s consolidated budget. 

(5) Field Offices—Directors of these offices manage and direct the 
canteen service in assigned geographical areas and, in so doing, directly 
supervise canteen managers at Veterans Administration stations. 
They maintain contacts with vendors, with area medical director, and 
with the Special Services area supervisory staff. They handle prob- 
lems in the field with hospital managers. They each contain two 
branches. 

1. Merchandising Branch: This branch establishes merchandising 
policy and practice, inspects premises and operations, and takes pe- 
riodic inventories. 

2. Finance Branch: This branch receives daily accounts of sales, 
disbursements, and cash deposits; maintains individual books of 
accounts for canteens; prepares and distributes payrolls and financial 
reports; audits vouchers; and authorizes payment. 

Canteen managers at stations report to the appropriate field director 
of the Veterans Canteen Service. They hire and supervise personnel; 
order stock within prescribed limits, largely from prescribed lists: 
maintain petty cash funds; and collect and deposit receipts as directed. 
They maintain stocks and provide for arrangement and display of 
merchandise in the manner best serving local conditions and needs. 
They adapt canteen operations to requirements of the manager of the 
hospital or home they serve, and they observe the hours and station 
rules that he prescribes. 

The basic organization at central office which plans and directs the 
medical program for veterans has been described in this and the two 
preceding chapters. The next and final chapter of this part deals with 
the relations of central office with the field and with hospitals, homes, 
clinies, and centers which carry the medical program into operation. 
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IV. PRESENT FORM OF MEDICAL FIELD ORGANIZATION 


The medical program is carried out through four principal types of 
field organizations, namely, hospitals, domiciliaries or homes, regional 
office out-patient clinics and centers. The organizational features of 
each of these are outlined in this chapter, which concludes with a dis- 
cussion of the organizational relationship between these field installa- 
tions and the central office. 


1. Present hospital organization 

Exhibit X shows the official organizational structure of a typical 
Veterans Administration hospital as set forth in the agency’s organ- 
ization manual. The principal functions of the key positions in this 
organization are summarized in the following paragraphs, with the 
more common deviations indicated. 

(1) Deans committee—The deans committee exists in hospitals 
wherein a formal teaching program has been established. Its mem- 
bers are selected locally and nominated to the Chief Medical Director, 
who makes the appointments. It develops the program of professional 
education for physicians and dentists and directs its operation through 
the hospital’s various chiefs of service. It nominates for appointment 
the fee-basis or part-time consultants and attendings who instruct, 
and the residents or interns who, as full-time Veterans Administration 
employees, receive instruction. It approves the course of study of 
each resident or intern and appraises his performance and progress. 

Deans’ committees, particularly in those hospitals where the teach- 
ing program is large and active, frequently contribute substantially to 
management activities, both professional and administrative. They 
are consulted as to key appointments within the professional services ; 
the nature, extent, and purposes of the research program; facilities 
and equipment needs; admission policies; professional practice and 
staff administration ; and matters of policy affecting patient and public 
relations. 

(2) Manager—The manager administers the hospital within 
budgetary and program limits and in accordance with regulations and 
procedures established by various central office authorities for their 
counterpart activities in the hospital. Within those limits, it is his 
responsibility to plan for and direct the hospital program so as to 
furnish eligible veterans with the best attainable medical care. His 
principal duties in this respect are to obtain the funds and facilities 
and to furnish the administrative arid technical services necessary to 
support the professional staff in caring adequately for patients. Pur- 
suant to these duties, he maintains close contact with central office 
authorities on matters involving additions to or transfers of funds 
and ceilings and on questions of policy. He coordinates professional 
activities with those of an administrative nature involving personne}, 
admissions and dispositions, supplies, engineering operatons, and obli- 
gatons of funds. 

The manager maintains many outside relations for the hospital. He 
works with the management of regional offices and hospitals in his 
area and with the area medical office on the handling of patients and 
on other matters of mutual concern. He deals personally with diffi- 
cult problems of patient relations. He maintains community rela- 
tions; in larger cities, professional and civic contacts consume a major 
part of his time. 
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His specific, prescribed duties include the signing of official cor- 
respondence, other than that of a purely technical or statistical report- 
ing nature, and the conduct of formal inspections of facilities and 
oper ations. 

The manager generally has one or more administrative assistants 
to help him handle the details of his job. These assistants screen cor- 

respondence and calls, maintain manuals and files of instructional ma- 

terial, schedule inspection tours and management conferences, main- 
tain the manager’s records, and handle his secretarial work. In some 
instances, administrative assistants’ duties have been broadened to 
include drafting correspondence, investigating inquiries and com- 
plaints, and undertaking special projects or operational studies at 
the manager’s direction. 

(3) Assistant manager.—The assistant manager is the hospital’s 
principal budget officer. He coordinates the preparation of requests 
for funds and follows the status of obligations against allotments 
with particular reference to conditions and trends in costs of sub- 
sistence, communications, utilities, and local purchases. 

The assistant manager generally has jurisdiction over personnel ad- 
ministration for civil-service employees; he usually acts as chairman 
of the Personnel Control Board and the Incentive Awards Committee. 
Inspection and initiation of remedial action in matters of general 
housekeeping and the enforcement of observance of agency and Gov- 
ernment-wide administrative regulations and procedures in all areas 
of operation are usually his responsibilities. 

Standard procedures require the assistant manager’s attention to 
numerous administrative minutiae, such as the signing of all pur- 
chase and travel orders and leave authorizations and the approval 
of long-distance telephone calls and engineering work orders. 

The Veterans Administration organization manual designates the 
assistant manager as a full assistant to the manager and as the 
officer who takes over in the manager’s absence. Accordingly, as ex- 
hibit X indicates, he is officially the line superior of the hospital’s 
division heads and of the chief of professional service. 

(4) Director of profesisonal education—As exhibit X indicates, 
this position is authorized only for NP hospitals, where it officially 
reports to the manager. Its principal purposes are to work with the 
dean’s committee in establishing and coordinating the educational pro- 
gram and to administer the many details of se heduling of provision 
of facilities and technical help, handling of funds and fees, and keep- 
ing of records which a large-scale program entails. 

(5) Contact division.—Until recently, this division was part of the 
contact division of a regional office, which furnished resident repre- 
sentatives to the hospitals for the purpose of assisting hospitalized 
veterans to conduct their business with Veterans Administration in 
regard to claims, insurance, or other nonmedical matters. Transfer of 
this function to hospital management followed recent cut-backs in 
appropriations supporting the contact program. The division’s func- 
tion remains unchanged, and the division continues to render re- 
ports of its activities through the regional office contact division. 

(6) Communications and records division—This division handles 

(1) mail, teletype, telegram, information, and messenger services; 

(2) telephone service; (3) custody of forms, publications inventories, 
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and inactive medical records; and (4) travel service for beneficiaries 
and employees. 

Where the volume of work justifies, there are divisional chiefs in 
charge of formal sections which correspond to the foregoing four 
major functions. In smaller stations, these functions may be com- 
bined and delegated to various clerks, generally in the assistant man- 
ager’s office. 

(7) Finance division—This division maintains prescribed account- 
ing records, financial reports, voucher audits, and payroll records. It 
handles the hospital’s cash funds and takes custody of and safeguards 
patients’ funds. 

It authorizes disbursement of funds by the Treasury Department 
disbursing officers. The division usually consists of a finance officer, 
an assistant finance officer, an employee accounts (payroll) section, 
an accounting (including general and cost accounting) section, a 
voucher auditing section, and an agent cashier. 

In smaller hospitals, the assistant finance officer sometimes assumes 
the duties of one or more section heads. 

(8) Personnel division—This division develops position descrip- 
tions and recommends classifications for civil-service positions; ad- 
ministers performance rating, leave and retirement procedures; re- 
cruits and places employees for nonprofessional positions, coordinates 
administrative training programs; and prepares, processes, and main- 
tains records of paper work involved in personnel actions. 

The division usually contains a personnel officer, an assistant per- 
sonnel officer, a recruitment and placement assistant training and em- 
ployee relations assistant, and a processing and records section. In 
smaller stations, in conformance to mandatory Government-wide 
limitations on personnel staff, the division frequently consists of a 
personnel officer and a records clerk. 

(9) Special services division—This division carries on activities 
which are the counterpart of those of the central office Special Services 
organization described in chapter IIT of this part. 

‘At each station there is generally a chief of special services, an 
assistant chief, a librarian, a chief recreation officer, and one or more 
chaplains. The chief or his assistant coordinates the work of the 
local Veterans Adiminstration Volunteer Services Committee. Of- 
ficial organization structure also accords to the chief administrative 
jurisdiction over the local canteen officer. 

(10) Registrar division—This division performs clerical and ad- 
ministrative work incident to admission, disposition, and transporta- 
tion of patients; to custody of patients’ valuables and of ward prop- 
erty; and to the preparation and keeping of medical records and the 
preparation of reports thereon. 

The division usually contains a registrar, an assistant registrar, 
and two sections, as follows: 

Patients control section: This section determines patients’ legal 
eligibility for care; maintains control records over and processes ad- 
missions; arranges and processes discharges, burials, and leaves, and 
prepares reports on patient population, bed status, and related statis- 
tics. 

Ward administration section: This section transcribes profes- 
sional dictation, maintains ward records and supplies, takes custody 
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of patients’ valuables, and obtains services for physicians and nurses 
on wards. 

In larger hospitals, the foregoing functions are organized into units 
within sections. In smaller hospitals, individuals performing these 
functions may report directly to the 1 ‘egistrar or assistant registrar. 

(11) Engineering division—This division handles grounds keep- 
ing; off-ward housekeeping; maintenanace and repair of plant and 
equipment (except portable equipment) ; laundry and utility opera- 
tion; motor vehicle and servicing; and fire, property, and safety 
protection. 

The division usually contains an engineer officer, an assistant en- 
gineer officer, and sections devoted to protection, utilities, laundry, and 
buildings atid grounds. In larger hospitals the engineer may have a 
small office force. In smaller hospitals, he or his assistant may as- 
sume direct charge of one of the sections. Occasionally, the position 
of assistant engineer officer is omitted. 

( 12) Supply div 2870N —This division buys or requisitions subsist- 
ence items, supplies, and equipment for the hospital. It handles the 
receiving, Warehousing, issuing, inventorying, and voucher auditing 
entailed in this work. It maintains property accounts and inventory 
records and inspects and repairs equipment. 

The division consists of a supply officer, an assistant supply officer, 
and sections devoted to procurement, property accounting, and ware- 
housing. In some hospitals the position of assistant supply officer 
is omitted. 

(13) Chie f of professional services.—This officer coordinates the 
clinical practice of medicine in the hospital and sees to the furnishing 
of services ancillary to that practice. His principal duties are to plan 
und provide for the financial, facilities, space, and manpower needs 
of the professional services; to assure conformance to established 
policies in the handling of patients and in the conduct of the work: 
and to maintain sound balance and effective cooperation among the 
services which report to him. 

He works closely with the deans committee for the over-all diree- 
tion and coordination of educational and research programs and fur- 
nishes facilities, equipment, and administrative services adjunct to 
those programs. He is responsible for maintaining the quality and 
completeness of medical records. He provides for scheduling and re- 
imbursing consultants and attendings assigned to the hospital. 

His work involves him in numerous group activities and confer- 
ences, many of which operate as formal committees, as, for example, 
those dealing with residency reviews, research, discipline, promotions, 
training, and other personnel controls, professional standards, thera- 
peutic trials, medical library, and rehabilitation. 

He frequently acts on matters of individual patient, public, or em- 
ployee rel: itions. He maintains constant contact with heads of ad- 
ministrative divisions on matters bearing on patient or employee 
relations, facilities or supplies. 

(14) Professional services —As Exhibit X indicates, each hospital 
has a number of professional services, which may vary according to 
the type and size of the hospital. These services are almost all counter- 
parts of those described in connection with the central office of the 
Department of Medicine and Surgery. All of them receive some 
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direction from that source. Their principal function is the clinical 
practice of medicine or the provision of services ancillary thereto. 

Each service is generally headed by a chief of service, who fre- 
quently has an assistant. Professionally, it is his duty to provide for 
the highest attainable level of professional care in his specialty. He 
frequently practices himself. His general administrative responsi- 
bility consists of planning for and obtaining the funds, facilities, 
space, and personnel needed by the service; of assigning and schedul- 
ing hours of duty for staff, consultants and attendings, and residents; 
of : appraising and developing staff: and of working with other serv- 
ices for the effective handling of joint effort. It is also his duty to 
assist and coordinate such teaching and research activities as are car- 
ried on within his service. 

Beyond this general responsibility, some professional services have 
administrative functions and organizations of considerable size and 
importance. Noteworthy in this respect are nursing service, dietetic 
service, out-patient service, and physical medicine and rehabilitation 
service. 

The administrative aspects of each of these four services are (is- 
cussed below. 

Nursing service: Besides rendering nursing care to patients in 
wards, clinics, and operating rooms, this service carries on teaching 
in professional and nonprofessional nursing and instructs patients 
in self-care, administers ward routines, esc orts patients and visitors 
within the hospital, maintains a central supply service of sterile items, 
operates nurses’ quarters, and directs janitor service on wards or, in 
some instances, throughout the hospital. 

In large hospitals, nursing service employs between 800 and 1,000 
people, of whom 75 percent or more are nonprofessional aides, at- 
tendants, housekeepers, janitors, and maids. 

Reporting directly to the chief nurse are usually an assistant for 
professional nursing, an assistant for nursing education, a head at- 
tendant and/or an assistant for nonprofessional nursing, a central 
supply supervisor, and evening and night supervisors. 

On wards and in operating rooms, there are supervisors who report 
to the assistant for professional nursing or, in small hospitals, to the 
chief nurse. To them are assigned staff nurses, aides, attendants, 
and janitors. Supervisors are in charge of all activities in their as- 
signed areas, including the work of secretaries who are assigned to 
ward administration by the registrar division, the custody and dis- 
bursement of supplies and housekeeping as well as the care of patients. 

With the foregoing functions, it is the nursing service which, in 
many respects, keeps the hospital running on a 24- hour, 7-day-a-week 
schedule. Major tasks of tr aining, scheduling, and employee and 
patient relations are involved in its work. 

Dietetic service: This service plans, prepares, and serves meals 
to patients and staff and educates patients and their families as to 
special nutritional needs, The work involves large-scale requisition- 
ing, storage, and disbursement of subsistence items and accounting 
therefor; the operation of sizable refrigeration, kitchen, and auto- 
matic dishwashing facilities; complicated and exactly timed sched- 
uling: and continu: il training in a variety of specialized skills. 

In size, the service runs from 50 employees in smaller hospitals to 
between 250 and 400 in larger hospitals. Over 90 percent of em- 
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ployees are cooks, meat cutters, bakers, and other food preparation 
and service workers. 

Reporting to the chief dietitian are usually staff dietitians who plan 
special diets, a head dietitian in charge of menu planning and food 
preparation, a food service supervisor, and a statistical and cost clerk. 

The over-all cost of subsistence items to Veterans Administration 
exceeds $50,000,000. Subsistence accounts for 15 percent or better 
of the average hospital’s expense. 

3. Out-patient service: The functions of this service vary among 
hospitals. It frequently is primarily an admitting office, which may 
also examine candidates for employment and render medical care to 
employees. .In many smaller hospitals, it is the part-time responsi- 
bility of one or more physicians acting in combined capacity as admit- 
ting officer and personnel physician. 

In larger hospitals, the service frequently combines the foregoing 
functions with those of examining and treating legally eligible 
veterans on an actual out-patient basis. 

In the latter case, the service carriers on all of the administrative 
functions and contains much the same administrative organization 
as do regional office outpatient clinics, which are described in a later 
section of this chapter. It differs from the regional office set-up, 
however, in being in position to take advantage of hospital facilities 
and staff for diagnostic and treatment work and for some administra- 
tive functions such as reception service and the establishment of legal 
eligibility. 

4. Physical Medicine and Rehabilitation Service: This Service 
works to restore disabled patients to the fullest use of their capacities 
with the object of helping them as far as possible toward becoming 
fully self-sustaining and productive individuals. The work is carried 
on principally through five types of therapy—physical, corrective, 
occupational, manual arts, and educational—under direction of a 
phyiscian. 

The patients undergoing rehabilitation suffer from medical, surgi- 
cal, tuberculosis, or neuropsychiatric disabilities and are usually under 
primary treatment by physicians in one of those services, who pre- 
scribe the above therapies as needed. To coordinate the joint effort 
toward rehabilitation, each hospital has a medical rehabilitation board, 
generally consisting of a psychiatrist, a psychologist, a social worker, 
a vocational adviser, and representatives of the rehabilitation ther- 
uples as permanent members. Ward physicians and nurses of the 
individual patients participate in the board’s deliberations, which are 
led by the chief of this service. The board’s primary functions are 
to determine maximum hospital benefit to be expected for individual 
patients and to establish medical feasibility for specific employment 
objectives. 

The service’s work entails considerable administrative detail of 
scheduling and coordinating appointments for treatment; preparing 
and maintaining reports and records; and requisitioning, storing and 
disbursing supplies and materials. This work is performed by an 
executive assistant who also is usually the service’s budget and person- 
nel officer. 

Reporting to him are the chiefs of physical, corrective, occupational, 
manual arts, and educational therapy units. 
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Since June of 1950, this service has also contained, in most. hospi- 
tals, vocational advisers who formerly were assigned to hospitals from 
vocational rehabilitation and education divisions of regional offices. 
They establish employment objectives for veterans needing voca 
tional training. The work of these advisers continues to be guided 
by vocational rehabilitation and education directives, and its Tesults 
continue to be reported to and approved by vocational rehabilitation 
and education authorities. 

In the foregoing sections, the distribution of key administrative 
functions within the agency’s official plan of hospital organization has 
been outlined and some of the variations which exist have been in- 
dicated. In addition to those variations, others exist which are even 
more fundamental to the proper understanding of present hospital 
organization and administration. 

Outstanding in this respect is the fact that in no hospital visited 
during the survey has it been found-that the assistant-manager.actually 
has supervisory authority over the Chief of Professional Services. 
Universally, the latter reports directly to the manager. 

Usually, the assistant manager acts primarily as an executive assist- 
ant and budget officer. Some well-established assistant managers are 
more nearly executive officers; they are direct Contact, Communic 
tions and Records, Finance, Personnel, Special Services, aglatrar. 
Engineering, and Supply Divisions. 

More frequently, however, one or more of those divisions report 
wholly or predomin: intly to manager. Among these are Engineer- 
ing, Special Services, Personnel, and Registrar. Occasionally, Supply 
attains this relationship. 

Deviations from official organization are less frequent as to the Chief 
of Professional Services. A frequent exception, however, is Dietetic 
Service, Which in a number of instances is receiving primary direction 
from the manager or from the assistant manager. 

In smaller hospits als, particularly those specializing in tuberculosis, 
instances exist where the Chief of Professional Services also acts as 
chief of one of the specialized services. Also in smaller hospitals, 
services such as surgery, physical medicine and rehabilitation, out- 
patient care, and neuropsychiatry are directed part. time by individ- 
ual staff members or consultants. 

In larger hospitals, many specialized professional and auxiliary 
units are found. The Chief of Professional Services may supervise 
a medical records librarian, a medical illustration laboratory, a central 
research laboratory, and frequently the medical library. Specialized 
clinics and laboratories may be attached to regular services; in this 
category fall radioistope and area reference laboratories and mental 
iy giene, audiology and blind retraining clinics and others of a similar 
specialized nature. Orthopedic brace ‘shops officially report adminis- 
tratively to the assistant manager and professionally to the orthopedics 
section chief of surgical surgical service. The latter relationship 
usually prevails. 

The span of control under the Chief of Professional Serivces is some- 
times reduced by his delegation of direction of designated groups of 
services to assistant chiefs. Assistants or designated service chiefs 
are widely used as cordinators of educational and research programs 
where official, full-time positions for these purposes are not authorized 
by the standard form of organization. 
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A most significant departure from the official organizational pattern 
~ the frequency v with which teaching programs and organizations to 
<upport them are found in so-called nonteaching hospitals of Veterans 
Administration. 

Every hospital contacted had consultants. Where there was no 
deans committee, these consultants were appointed by the appropriate 
central office professional service on the chief consulant’s nomination 
and with the area medical director’s approval. These consultants 
are widely used to conduct unofficial teaching programs through lec- 
tures, demonstrations, and clinical practice. Moreover, board-certified 
staff members in nonteaching hospitals frequently institute similar 
programs on their own. 

A number of nonteaching hospitals have affiliated themselves with 
the educational programs of nearby teaching hospitals and actually 
have residents pursuing a well-defined course of study. At least one 
hospital has established its own deans committee, through which it 
maintains professional relations with an outstanding school of medi- 
cine. 

Home 8 organization 

The homes organization is basically a simple and straightforward 
staff and operating structure, as indicated on exhibit XI. 

The manager generally has six staff divisions broadly covering the 
functions of finance, supply, engineering, personnel, commissary, and 
administration. The first four furnish conventional services, except 
that supply includes storage, maintenance, and issue of large quanti- 
ties of clothing items. ‘The Commissary Division provides food serv- 
ice; the Administration Division generally corresponds to the Regis- 

trar Division of a hospital, with the addition of communications and 
records functions. 

There is generally a domiciliary officer, who is second in command 
and who concentrates on the care, welfare, and discipline of members. 
He conducts the manager’s court, assigns members to work details, 
administers privileges, and supervises barracks companies threugh 
company commanders who are usually member employees. 

If a home is not associated with a hospital in a center, its organiza- 
tion usually also includes a director of special services and a medical 
officer. 

Regional office clinie organization 

A chief medical officer directs the regional office clinic. He officially 
reports to the regional office manager, who also directs divisions for 
claims, vocational rehabilitation and education, loan guaranty, and 
supporting staff services. 

The chief medical officer furnishes medical and dental services for 
authorized beneficiaries of Veterans Administration and for such 
members of the Armed Forces of the United States and allied coun- 
tries as are designated by law. He coordinates administrative with 
professional work within the clinic, and he oversees other clinics lo- 

cated in VA offices within the region. As shown on exhibit XII, 
he directs two sections. 
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ExuH1BIT XII 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 
REGIONAL OFFICE 
MANAGER 


VETERANS ADMINISTRATION 
MEDICAL PROGRAM 
Present Pian of Organization 


REGIONAL OFFICE CLINIC 
June 1951 







aD MiNISTRAT! ive 
SEC TION 


cMmier 
SERVICE UNIT 
SUPERVISOR 


(1) Administrative section.—This section prepares and justifies esti- 
mates of funds, monitors status of allotted funds, and prepares or 
reviews and submits prescribed reports. It contains two units. 

1. Processing Unit: This unit provides for processing applications 
or requests for professional services, including establishing eligibility 
for care; scheduling examinations; receiving, interviewing, and rout- 
ing patients; administering controls over authorization of fee-basis 
care and overpayments for authorized or unauthorized care; furnish- 
ing medication and orthopedic appliances; and arranging for hos- 
pitalization or domiciliary care in Veterans Administration hospitals 
or in private or State hospitals. 

2. Service Unit: This unit furnishes mail, escort, typing, informa- 
tion, file control, medical inventory control, personnel records, statis- 
tical report preparation, and reports consolidation services. 

(2) Professional section.—This section directs performance of med- 
ical and dental services, including fee-basis work, which are authorized 
and reviewed on the basis of written requests and reports and periodic 
examinations of the patient. It coordinates clinical, laboratory, phar- 
macy, and other professional work, including that of an orthopedic 
shop if one is present. It authorizes prescriptions for medication and 
orthopedic appliances and is responsible for the quality and complete- 
ness of medical records. It contains professional services similar to 
a of a hospital. 

Professional staff: The general professional staff organization 
is fiexible Officially, it has specialized units; actually, its members 
are as likely to be assigned individually to whatever clinics or exam- 
ination periods their talents call for as they are to undertake permanent 
assignments. 

Dental Unit: This is under a mandatory special ceiling. It has 
v irtual autonomy in providing dental examination and treatment both 
in the clinic and on a fee basis. A dental treatment group, officially 
part of the Processing Unit, works for this unit exclusively and, along 
with its other duties, keeps dental records separate from the clinic’s 
standard treatment folders. 

3. Mental hygiene clinic: This is also under a special ceiling. It 
(directs its own scheduling and records keeping and operates virtually 
independently. It consists of teams mal up of a psychiatrist, a 
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clinical psychologist and a social worker; the last named officially is 
part of the Soc ial Service Unit. 

4. Ancillary units: The clinic generally contains a pharmacy, one 
or more specialized laboratories, a Nursing Unit, a Social Service Unit, 
“ a Physical Therapy Unit. 

Consultants and attendings: Consultants are frequently assigned 
to aa where they serve as they do in hospitals. In three official 
instances, consultants and attendings conduct educational programs in 
clinies under deans committee direction. Some unofficial affiliations 
with teaching programs of hospitals also exist. 

The chief medical officer looks to central office for professional 


direction, supervisory inspection, and most of the administrative 
controls. 


y. Center organization 


In 15 locations a hospital and a home are under common manage- 
ment; hospitals and regional offices are under common management 
in 13 other locations. These combinations are called centers. The 
significant organizational feature of a center is consolidation of com- 
mon serv ic es. 

At hospital and home centers, the manager usually takes over direc- 
tion of finance, supply, personnel, engineering, communieations and 
records, contact, and special services. He furnishes these services to 
both the home and the hospital. 

At hospital and regional office centers, special services remain with 
the hospital; the administrative services may report to the manager, 
be assigned to the regional office or be divided between the regional 
office and the hospital. Wherever administrative services are placed 
as a unit, they serve both organizations. Frequently, and particularly 
where several miles separate the hospital and the regional office, it 
turns out that officially unified administrative services are in fact two 
separate organizations. Then, in effect, the hospital and the regional 
office each has its own, separate service. 

Relation of central office to field stations 

The exact nature of the organizational relationship between central 
office and medical field installations has been the subject of much 
discussion both inside and outside of Veterans Administration. 

It will be recalled that exhibit VII shows three lines of respensibility 
extending from central office to the field. A solid line indicates that 
the primary flow of administrative responsibility extends from each 
of the 250 or more principal field station managers to the Admin- 
istrator through the Deputy Administrator. A dotted line indicates 
that each of these field station managers is technically responsible to 
each of 10 departmental heads in central office for the conduct within 
his station of their respective counterpart activities. 

In addition to the dotted line of technical responsibility for counter- 
part activities which connects the chief medical director with the 
managers of all field stations, an additional dot-dash line connects 
him with the managers of hospitals and homes. This is designated 
as a line of over-all operational responsibility. 

The purpose of the organizational chart reproduced on exhibit VII 
was to restate graphically the intent of Circular No. 16 of July 19, 
1949, which reads as follows: 
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OPERATION OF VA HFHIOSPITALS 


The sole purpose of operating VA hospitals is the care and treatment of 
patients. This is the duty of the Department of Medicine and Surgery. All 
other personnel in hospitals are there for the purpose of supplementing and 
assisting the Department of Medicine and Surgery in carrying out this duty. 

». Since the activities of nonmedical services in hospitals have a bearing on 
the care and treatment of patients, managers of hospitals will be responsible to 
the Administrator through the Chief Medical Director for the over-all operation 
of hospitals, and through the appropriate Assistant Administrator for technical 
matters solely under their respective jurisdictions. 

3. All major alterations to existing hospital plants when recommended shall 
be coordinated by the Chief Medical Director with the Assistant Administrator 
for Construction, Supply, and Real Estate and a joint recommendation sub 
mitted to the Administrator for his decision. 


Within the Department of Medicine and Surgery, numerous at- 
tempts have been made to define in working terms the relationship 
that Circular No. 16 establishes between the Department and the field. 
Since direct line authority is vested in the Administrator and the 
Deputy Administrator, the problem has been to define the exact na- 
ture of the Chief Medical Director's technical and over-all operationa| 


3 authority. Prosthetic and Sensory Aids Service, after 2 years of 

: working under the present form of organization, has concluded that 

dj it exercises the following five types of ‘direction over its counter part 
field activities: 


d (1) Professional control. 
: 2) Operational control. 
(3) Technieal supervision. 
. (4) Research assistance. 
s (5) Supervisory assistance. 

Exhibit XIII was prepared by the Prosthetic and Sensory Aids 
4 Service. It charts the applic ation of these five types of direction to 
; various types of field activities. Although it is somewhat more spe- 
4 cifie than most concepts of central office and field station relationships 
| held by various officials interviewed during this survey, the concept 
: charted on exhibit XIII generally reflects the understanding of the 
; present organization by many responsible officers and may be consid- 

ered typical. 

This concludes the description of the present organization of the 
medical program in Veterans Administration. Inthe next part which 
follows are presented appraisals and recommendations pertaining to 
the plan of organization for the Department. 

Z Parr III. Organization RecomMMENDATIONS 
: I. BASIC CONCLUSIONS AND RECOMMENDATIONS 


ae Rh of the present medical program and its organiza- 
tion in parts I and II of this volume warrants two fundamental 
countenbias 

First, the medical program is a working entity. Broad, interlock- 
ing projects bind it together to work for a single purpose in fact as 
well as in law. Each of the major professional or administrative 
parts of which it is comprised is essential to its operation, and all must 
be closely and continuously coordinated to maintain 


effective 
operation. 
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Second, the present formal organization structure in Veterans 
Administration does not give recognition to this integrity. Not even 
in @ hospital are medical affairs actually and effectively combined 
under one management. Instead, five separate units of Veterans 
Administration top organization administer various phases of the 
medical program. These are Medicine and Surgery; Construction, 
Supply and Real Estate; Personnel; Finance; and Special Services. 
Each extends its authorities directly from central office to the lowest 
level of a Nation-wide medical organization containing 213 major 
field locations. 

Under these circumstances, the achievement of effective coordina- 
tion requires tremendous and time-consuming effort. 

The basic recommendation for the medical program is that it be 
organized as a self-contained entity, under one responsible officer with 
full authority under the Administrator and with all the necessary staff 
to operate effectively. According, the proposed plan provides for 
the establishment, expansion, and strengthening of the Department 
of Medicine and Surgery through incorporation of the following 
features : 

(1) Delegation of full authority to the chief medical director to 
operate and direct the medical program. 

(2) Inelusion of special services in the medical organization. 

(3) Inclusion of a self-contained canteen organization within the 
medical organization. 

(4) Inclusion within the medical organization of the functions of 
purchasing and distribution of equipment and supplies used in hos- 
pitals, clinics, and homes. 

(5) Inclusion within the medical organization of the functions 
of maintenance of hospital and homes equipment, buildings, and 
grounds and of the operation of utilities and other engineering serv- 
ices at hospitals and homes. 

(6) Inclusion within the medical organization of the functions 
of personnel administration, including appointment, status changes, 
development and classification establishment for all personnel in the 
medical program. 

(7) Decentralization of management to field stations, providing 
where neded, for an intermediate level of line officers located at ap- 
propriate centers with full authority to act as focal points of man- 
agement between central office and individual stations. 

The proposed plan entails a radically modified concept of execu- 
tive responsibility for Veterans Administration and for the Depart- 
ment of Medicine and Surgery. It calls for each officer to have full 
authority over all activities assigned to his jurisdiction, within the 
limits of established programs and policies, and to be accountable for 
results. 

Heavier basic responsibilities will fall in varying degrees on every 
officer who assumes this broadened authority. Exhibits XIV and 
XV list those responsibilities. These responsibilities should be kept 
clearly in mind throughout subsequent discussions of proposed organ- 
ization in the following six broad areas: Top medical organization, 
program planning at central office, operating management at central 
office, operating organization for hospitals and clinics, operating 
organization for homes, operating organization for canteens. 
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Along with charts showing organization structure and with dis- 
cussions of assignment of functions, each subsequent chapter de- 
scribes (1) how the proposed plan differs in important respects from 
the present plan, (2) the reasons for proposed changes and (3) the 
major responsibilities and principal working relations of each key 
position. 


Exuipit XI V—VETERANS ADMINISTRATION, MEDICAL PROGRAM 
BASIC RESPONSIBILITIES OF THE CHIEF MEDICAL DIRECTOR, APRIL 1952 


1. Keep informed of and administer all laws, regulations and interpretations 
thereof pertaining to the medical program. 

2. Forecast facility, personnel, supply, and budget requirements for the medi- 
cal operations. 

3. Formulate and recommend objectives and policies for the medical pro- 
gram. 

4. Develop and recommend a plan of organization for medical operations. 

5. Approve programs, plans, and procedures for effective execution of medi- 
cal operations. 

6. Consult with and utilize the services of the functional staff services of the 
Administrator in the development of policies, plans, programs, procedures and 
standards of performance for the medical program in the training, counseling, 
and guiding of functional staff personnel in the Department of Medicine and 
Surgery and in the appraisal of results. 

7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

S. Maintain good relations with employees of the Department of Medicine 
and Surgery. 

9. Direct and coordinate medical opérations in accordance with established 
objectives, policies, plans, procedures, and organization structure and within 
approved budget limits and existing laws and regulations. 

10. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations and pro- 
cedures. 

11. Keep the Administrator informed concerning current medical operations, 
results and future plans through established reports and personal meetings. 

12. Establish standards of performance, and evaluate results of the medical 
program. 

13. Keep informed of professional or technical and administrative develop- 
ments related to medical work, and maintain good relations with interested 
professional or technical and other outside groups and with Government repre- 
sentatives and agencies. 


Exurpir XV.—VETERANS ADMINISTRATION, MEDICAL PROGRAM 


BASIC RESPONSIBILITIES OF EXECUTIVES REPORTING DIRECTLY TO THE CHIEF MEDICAL 
DIRECTOR, APRIL, 1952 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply, and budget requirements 
for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

4. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

5. Direct the operation of assigned functions. 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving mu- 
tual problems and in complying with established rules, regulations, and 
procedures. 

8 Keep the Chief Medical Director informed concerning current operations, 
results, and future plans through established-reports:and personal meetings. 
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9. Develop standards of performance, and evaluate results of 
operations. 

10. Keep informed of professional or technical and administrative develop- 
ments in assigned functional areas, and maintain good relations with interested 
professional or technical and other outside groups and governmental agencies. 


assigned 


II. PROPOSED TOP ORGANIZATION PLAN FOR THE DEPARTMENT 
MEDICINE AND SURGERY 


The plan of top organization of the Department of Medicine and 
Surgery, discussed in this chapter, is designed to identify and clearly 
distinguish the basic functions of management of the medical pro- 


eram and to’provide for the required leadership for the program as a 
whole and for each major function. 


Exhibit XVI depicts the proposed plan of the medical department 
organization. Descriptions of its five principal parts follow. 


Exurpit XVI 


VETERANS ADMINISTRATION 
MEDICAL PROGRAM 


Proposed Plan of Organization 
TOP MANAGEMENT 


April 1952 
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The & Pe cial M¢ dical advisory group 


In recent years the best in veterans’ medicine has come from the 
enriching influence of outstanding professional institutions, associa- 
tions, and individuals. The special medical advisory group symbol- 
izes and keynotes that influence. 


The proposed plan provides for continuing and enhancing the valu- 
able services rendered by this group. 
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The special medical advisory group should continue to consist of 
members chosen for their ability to act professionally and authorita- 
tively in such a way as to contribute significantly to the improvement 
of veterans’ medical care, and to enlist acceptance and support of pro- 
fessional organizations, both generalized and specialized, for Vet- 
erans Administration’s medical program. 

Members of the group should be appointed by the Administrator on 
the Chief Medical Director’s nomination. 

The group should elect its own officers and otherwise arrange and 
manage its own internal organization and affairs. To assure its in- 
dependence and stature and to encourage recognition of the over-all 
responsibility for all veterans’ affairs reposing in this agency’s top 
management, the group should, in accordance with Public Law 293, 
“advise the Administrator, through the Chief Medical Director.” 
This means that. the group should work primarily in an advisory ca- 
pacity to the Chief Medical Director. 

The group should be requested to assist in the conduct of the medical 
program by performing the following four broad functions: 

(1) Advise on basic medical objectives, policies and programs to 
assure performance along highest levels of professional attainment. 

(2) Evaluate performance in medical, hospital and domiciliary 
care of veterans, and suggest improvements. 

(3) Assist in obtaining and keeping acceptance and support for 
veterans’ medical programs from professional schools, groups and 
individuals. 

(4) Counsel on pertinent matters brought before it. 

Pursuant to the group’s broad functions, every effort should be 
made to extend its members’ stimulating influence on medical plan- 
ning and operations. Accordingly, executives of the department 
should: 

(1) Seek the group’s concurrence with medical policies and pro-' 
grams under consideration. 

(2) Report to the group periodically on conditions, needs and ac- 
onintmabades in veterans’ medical care. 

(3) Request the group’s assistance in finding solutions to operat- 
wa problems—for example, specialized recruitment—of national 
scope. 

(4) Provide for members to visit Veterans Administration installa- 
tions and to appear before important meetings to represent Veterans 
Administration and interpret its program. 

(5) Put the group in touch with eae operating and planning people 
on a eae which merit its consideration. 

6) Clear appointments of chief consultants with the group. 

; 7) Clear appointments to advisory groups at medical centers with 
the group. 

(8) Submit the national program for professional teaching for the 
group’s review and suggestions. 

(9) Submit proposed, consolidated research programs for the 
grour’ s review and suggestions. 


. The Office of the Chief Medical Director 


The Chief Medical Director, under the proposed plan, undertakes a 
heavier burden and a graver responsibility than the position has ever 
carried before. To require and permit that officer to perform his du- 
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ties and to be able to hold him accountable for the discharge of those 
duties, it-is essential that the Administrator support him fully by- 

(1) Delegating to him full authority over all aspects of medical 
operations, within the laws and within ‘the broad policies and proce- 
dures of the Administrator. 

(2) Referring medical matters to him for handling or consulting 
with him before issuing orders affecting medical affairs, exc ept in such 
rare instances as may call for emergency action on matters vitally af- 
fecting the Administrator’s own overriding responsibility. 

(3) Maintaining the staff and service relationships of other parts 
of the organization on medical matters. 

As stipulated by Public Law 293, the Chief Medical Director should 
be a doctor of medicine, appointed by the Administrator. In making 
this appointment, which involves important factors of profession: al 
judgment, the Administrator will have available to him the advice of 
the “special medical advisory group. The Chief Medical Director 
should be responsible for the following five broad functions: 

(1) Development of a consolidated program, embracing planning, 
operations and research, to provide a complete medical and hospital 
service to veterans. 

(2) Direction of approved programs of medical, hospital and dom 
ic sliary care for veterans. 

(3) Establishment and effectuation of basic objectives and policies 
for the medical program, within the limits imposed by law. 

(4) Participation in agency-wide planning and guidance of the 
Administrator on medical affairs. 

(5) Maintenance of effective intra-agency, governmental, profes- 
sional and civie relations for the medical program. 

In carrying out his broad functions, the Chief Medical Director 
should serve the legitimate needs of claims, vocational rehabilitation 
and education, insurance and employee health and should cooperate 
fully in the provision of these services and see that persons under his 
jurisdiction do likewise. 

He should use staff services of the Administrator to the fullest ex- 
tent to assure economical operations, best use of available facilities and 
manpower and effective administration. 

He should delegate to his principal officers, and they to theirs, com- 
mensurate degrees of responsibility and authority within their as 
signed areas. 

The Chief Medical Director’s job will entail heavy external relations 
in recognition of the need for acceptance and support by the medical 
and related professions, by the veterans’ organizations and by civie 
and legislative bodies for the policy and program of veterans’ medi- 
cine, 

To assist him in the management of the Department, the Chief Medi- 
cal Director should have five key officers, two in a top operating ca- 
pacity and three in a top staff capacity. These are a Deputy Chief 
Medical Director and an Assistant Chief Medical Director for opera- 
tions, and an executive officer, an Assistant Chief Medical Director 
for Planning and an Assistant Chief Medical Director for Research. 

The Deputy Chief Medical Director should be responsible for the 
day-to-day direction of the medical program. Hence, it should be 
his basic function to coordinate planning, operations and research 
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in their regular working relations. He should act, as required, for the 
Chief Medical Director. 

He should be a doctor of medicine, as stipulated by Public Law 293, 
appointed by the Chief Medical Director, with the Administrator’s 
approval. 

He should be kept as fully informed as is the Chief Medical Direc- 
tor, so that he can make sound decisions in his Chief’s absence or 
represent him with key outside contacts as the occasion arises. 

To assure his effectiveness in his position, the proposed plan pro- 
vides for establishing him clearly in a position of line authority. This 
means that the Chief Medical Director should transmit instructions 
to the organization only through him or with his knowledge and 
should insist that matters coming up from the organization route 
through the deputy. 

The executive officer should serve as central office administrative 
coordinator for the Department, particularly in those areas where 
coordination with other Veterans Administration programs is re- 
quired. The executive officer’s four broad functions should be to— 

(1) Administer the work of the Chief Medical Director’s office. 

(2) Maintain sound relations for the Department with other ad- 
ministrative staffs of the agency. 

(3) Plan and coordinate the administrative work of the Depart- 
ment’s central office. 

(4) Act as deputy fair employment officer, and undertake other spe- 
cific duties and special projects as directed. 

Internally, his specific duties should include: 

(1) Screening correspondence for the Chief and the Deputy Chief 
“7 prepar ing or supervising preparation of replies thereto. 

) Handling inquiries and visitors coming to the office, and ar- 
canal for conferences and meetings. 

(3) Providing for the handling of the clerical work of the office 
including that involved in preparing and maintaining minutes of 
meetings and conferences. 

(4) Arranging for travel of central office personnel of the Depart- 
ment, allocation of space and provision of facilities and supplies. 

The proposed plan provides that the executive officer’s staff consist 
of such assistants—perhaps four to six—as are needed to help him 
handle details of departmental administration, travel arrangements, 
and clerical work in the immediate office of the Chief Medical Direc- 
tor. The plan assumes absorption of the present 59-man Office Service 
Section of the Department by a general services organization for cen- 
tral office, as provided for in volume III of this report. The executive 
officer should work with that organization to obtain satisfactory serv- 
ices for the Department. 

3. The Assistant Chief Medical Director for Planning 

Sound, far-sighted planning is essential to the successful manage- 
ment of any program as large, as extended, and as complex as that of 
the Department of Medicine and Surgery. It should be the basic 
function of the Assistant Chief Medical Director for planning to 
stimulate and direct effective planning throughout the Department. 
He should perform the following five basic funetions : 

(1) Coordinate professional and ancill: ary services and intergrate 
them with operating and research activities in such a way as to : achieve 
unified planning of consistent objectives and policies governing a 
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unified program of medical care, education, and training, and research. 
(2) Provide for development of profession: al standards governing 
kinds and quality of staff, facilities, equipment, and supplies needed 
7 the approved medical program. 

3) Provide for appraisal of conformance to established policy 
ol standards throughout medical operations. 

(4) Provide for collection and dissemination of pertinent profes- 
sional and technical information. 

(5) Gain acceptance and support for the medical program from 
professional and ancillary groups, agencies, and individuals outside 
Veterans Administration. 

The Assistant Chief Medical Director for Planning, although in a 
purely staff capacity, is responsible for one of the most important and 
difficult tasks confronting the Department, that of evaluating objec- 
tively, sympathetically, and fairly the numerous viewpoints and 
special interests which need to be reconciled in any large and far- 
reaching medical program. 

He should be appointed by the Chief Medical Director, on the 
Deputy Chief Medical Director’s nomination and with the Adminis- 
trator’s approval. 

In order to perform these functions, the Assistant Chief Medical 
Director for Planning should be supported by an organization ade- 
quate for the discharge of his duties, such as is described in chapter III 
of this part. 


fh. T he d | ssistant Chie f Mi dical Dire ctor for O pe rations 


The Assistant Chief Medical Director for Operations should be re- 
sponsible for directing the extensive operations of Veterans Adminis- 
tration’s hospitals, clinics, homes, canteens, and other operating in- 
stallations of whatever nature which are included in the department's 
jurisdiction. 

This, of course, necessitates that, as the Chief Medical Director's 
designate, he should have full authority, within approved policy, 
budgetary and program limits, to manage the over-all operations in 
the field. 

In order to do this job, he should be provided with required staff 
services in budget and finance, engineering, supply, personnel, and 
organiz: ore and methods. 

The Assistant Chief Medical Director for Operations should per- 
from the following eight broad functions: 

(1) Develop a consolidated program for operation of hospitals 
clinics, homes, and canteens. 

(2) Direct the approved program. 

(3) Maintain sound balance among hospitals, clinics, and homes in 
budgeting, allocating, and transferring funds and in providing staff, 
facilities, equipment, and supplies. 

(4) Coordinate the programs and operations of hospitals, clinics. 
homes, and canteens. 

(5) Participate in forecasting, planning, and formulating basic 
objectives and policies governing medical care, education and train- 
ing, and research. 

(6) Establish and effectuate general operating objectives and 
policies. 
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(7) Furnish staff services wherever needed in the department at 
central office or in the field. 

(8) Maintain sound relations with other departments served by 
hospitals, clinics, homes, or canteens. 

In carrying out the foregoing broad functions; the Assistant Chief 
Medical Director for Operations should work with the top planning 
staff of the department as well as with the research organization 
as described in the next section. Specifically he should— 

(1) Reconcile practical operating experience in the field with broad 
planning and specialized viewpoints of professional staff. 

(2) Relate research programs to actual problems and needs arising 
out of field experience. 

(3) Carry out established plans and programs developed in collabo- 
ration with planning and research executives. 

(4) Furnish the help, data, and information reasonably needed 
by planning and research people to carry out their respective 
responsibilities. 

(5) Evaluate results of planning and research in relation to opera- 
tions; identify and assist in the development of desirable modifications. 

He should keep the department's operations in line with objectives, 
policies, and procedures necessary for effective agency-wide adminis- 
tration. Specifically he should— 

(1) See that department personnel adequately furnishes necessary 
information or satisfactorily performs work required to permit staff 
organizations to discharge their responsibilities. 

(2) Call on staff or ganizations for specialized services, guidance 
and help in carrying out the department’s programs, and in solving 
its operating problems. 

(3) Identify needs for modifying Veterans Administration policies 
to reflect operating conditions, and, with his Chief's Serres con- 
7 with appropriate staff departments about those nee¢ 

4) Collaborate closely with responsible officers in other program 
digitbnaias to reach working agreements on mutual service in ac- 
cordance with arrangements of the Chief Medical Director with vari- 
ous assistant administrators. 

He should be appointed by the Chief Medical Director on the 
Deputy Chief’s nomination and with the approval of the Admin- 
istrator. 

Chapters TV through VII of this part describe the organization 
which should report to the Assistant Chief Medical Director for 
Operations. 

5. The Assistant Ch ief Medical Director for Research 

Medical research in Veterans Administration is a program for 
which Congress appropriates specific funds annually. It should be 
under the direction of an Assistant Chief Medical Director for Re- 
search, who should assist the Chief Medical Director in the follow- 
ing areas: 

(1) Develop a clear definition of what constitutes research which 
Veterans Administration can legitimately undertake. 

(2) Distinguish between legitimate research and projects which 
are really operational or planning in nature. 
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(3) See that funds appropriated for research are spent for re- 
search as defined, and prevent diversion of those funds to other 
purposes. 

(4) Assure that only such research is undertaken as has had prior 
ap ae, al by author ized authorities. 

5) Soundly and objectively advise the Chief Medical Director as 
to aaa results, the research program which should be under- 
taken and the representations thereon which should be laid before 
the Administrator and the Congress. 

The Assistant Chief Medical Director for Research should, there- 
fore, be responsible to the Chief Medical Director for the integrity, 
the propriety, and the productiveness of medical research. For each 
research program or project, he should make sure of applicability to 
veterans’ care, justification of cost, adequacy of planning, and ex- 
perimental development, competence of the responsible investigator 
and suitability and availability of facilities and staff. 

These basic responsibilities place the Assistant Chief Medical Di- 
rector for Research in a position of key responsibility in medical 
management. He should make the fullest possible contribution to 
the medical program by performing the following specific functions: 

(1) Formulate basic and establish general operating policy and 
procedure governing research aimed at advanci ing the clinical practice 
of medicine for veterans. 

(2) Propose a coordinated program of hospital-clinic, internal, 
and contractual research. 

(3) Administer approved internal and contractual projects. 

(4) Request and administer funds appropriated for research. 

(5) Evaluate progress and results of research programs and 
projects. 

(6) Participate in forecasting, planning, and formulating basic 
objectives and policies governing medical care, education, and train- 
ing. 

(7) Maintain effective relations with project-approving agencies 
and contractors. 

He should collaborate closely with planning and operating officers 
to develop and effectuate sound, meaningful research progr: uns, and 

should maintain good working relations with outside agencies and 
institutions so as to take optimum advantage of their research 
capacity. 

In furtherance of the foregoing functions, the proposed plan pro- 
vides that he take over full administr: itive direction of current internal 
projects, including the following major items: 

(1) Prosthetic and sensor y aids research. 

(2) Pathological and neuropathological research with the Armed 
l‘orees Institute of Pathology. 
(3) Radioisotope research. 

(4) Research into effects of antibiotics and pharmaceuticals. 

(5) Research into substitute dental prosthetic materials. 

(6) Special projects not directly associated with clinical practice, 
wherever located; for example, research into cancer and leukemia 
causation in mice, currently im operation at Bronx hospitals. 
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The professional direction and conduct of such projects as these 
should remain with Veterans Administration employees or consultants 
qualified as investigators thereof. These persons should submit peri- 
odic reports of progress to the Assistant Chief Medical Director for 
Research, and should maintain adequate accounts of funds obligated 
and report thereon to the Director of Budget and Finance Service and 
thence to the Assistant Chief Medical Director for Research. 

The Assistant Chief Medical Director for Research should be ap- 
pointed by the Chief Medical Director, on the Deputy Chief's nomina- 
tion and with the Administrator’s approval. 

He should have an executive officer, with a small staff, who should 
(1) prepare and administer the research part of the department's 
budget, (2) follow up provisions of research contracts, (3) screen 
requests for sources for funds to conduct research and (4) administer 
procedures governing the preparation and approval of proposals for 
research programs and projects. 

The five organizational elements described in this chapter form the 
top management structure of the proposed Department of Medicine 
and Surgery. The next chapter details the proposed organization for 
medical program planning at central office. 


lil. MEDICAL PROGRAM PLANNING AT CENTRAL OFFICE 


Exhibit XVII depicts the proposed organization of the staff re- 
quired by the Assistant Chief Medical Director for Planning. It con- 
sists of a Board of Chief Consultants, 14 professional and ancillary 
services and one project and coordinating staff unit. Brief discussions 
of these components follow. 

Board of Chief Consultants 

The Board of Chief Consultants represents another link between 
Veterans Administration and the medical and related professions. It 
should provide specialized, professional support to the Assistant 
Chief Medical Director for Planning and to members of his statff. 

Board members should be qualified professional people, each repre- 
senting a medical specialty included in the veterans’ medical program. 
The size of the board should vary with need. Its members should be 
appointed by the Chief Medical Director on the nomination of the 
director of the appropriate service, with the concurrence of the As- 
sistant Chief Medical Director for Planning and the knowledge of the 
Special Medical Advisory Group. It should undertake the following 
six broad functions: 

(1) Assist in formulation of a unified plan for an integrated pro- 
gram of medical care, education and training, and research. 

(2) Advise on development and improvement of specific profes- 
sional objectives, policies, and standards. 

3+) Appraise specific conditions and needs in the medical 
ines ialties. 

(4) Prepare or review releases of professional or technical 
a ation. 

5) Nominate consultants to centers and to hospitals not otherwise 
wane ided for. 

(6) Assist with recruitment accreditation, operational problems, 
and other pertinent matters. 
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In carrying out its functions, the Board will have outstanding op- 
portunities to foster productive relations between Veterans Adminis- 
tration and influential medical groups. It should also be given the 
opportunity to extend its stimulating influence into the field through 
frequent visits to hospitals and clinies and consultation with field 
management and practitioners on their authorized request. 

The professional and ancillary services 

Each director of a service shown on exhibit XVII will share for his 
area the responsibilities of the Assistant Chief Medical Director for 
Planning. 

Each should be appointed by the Assistant Chief Medical Director 
for Planning, with the Chief Medical Director’s approval and with 
the knowledge of the Board of Chief Consultants and the Special 
Medical Advisory Group. 

Each Director should be responsible to the Assistant Chief Medical 
Director for contributing in full measure to a sound and balanced 
medical program. ‘That responsibility entails willingness to work as 
part of a team for the best attainable common objective. Accordingly, 
each Director should undertake the adequate performance of the 
following eight broad functions: 

(1) Cooper rate fully in unified planning of consistent objectives 
and policies governing an integrated program of medical care, edu- 
cation and training, and research. 

(2) Keep fully “informed of conditions and needs in his specialty 
within and outside of Veterans Administration, and identify and ob- 
tain facts essential to this end. 

(3) Forecast requirements for his specialty in medical care of vet- 
erans. 

(4) Plan and foster improved methods of care, programs of edu- 
— and training, and projects for research in his specialty. 

) Develop profession: al standards governing kinds and quality of 
ste aff facilities, equipment and supplies needed by the approved pro- 
gram in his specialty. 

(6) Appraise conformance to established policy and standards in 
his specialty. 

(7) Collect and disseminate professional or technical information 
in his specialty. 

(8) Gain acceptance and supports for a ific projects and programs 
in his specialty from appropriate agencies, groups, and individuals. 

Many of the best ideas, and virtually all of the needs, for improve- 
ments in the medical program will be developed in day-to-day opera- 
tions. Each Director should know and understand the operating con- 
ditions, the needs and the problems, so that he can make plans and ap- 
praisals that are practicable and valuable. 

Hence, each Director should work closely and constructively with 
the operating management. He should frequently visit medical cen- 
ters and field stations; he should get to know at first hand the people 
and the problems there; he should identify, seek and get from the 
operating organization the program data and other information he 
reasonably needs to perform adequate planning. 

Maintaining the objective of supplying “a “medical service second 
to none” will depend largely, in the future as in the past, on the free 
and uninterrupted flow ‘of stimulating ideas and timely help from 
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the great professional schools and institutions. The successful pro- 
vision of that quality service to veterans will continue to depend sub- 
stantially on the active cooperation of professional associations and 
individuals outside of Veterans Administration. 

Maintaining valuable and effective relations with individuals and 
groups in his specialty should be a primary personal responsibility 
of each director. He should work closely with chief consultants in 
his specialty, and with such specialized advisory boards as the chief 
medical director may consider desirable to continue or establish. 

To assist him in his planning, each of the 14 directors of service 
should have a small, highly trained staff of specialists, supported by 
adequate administrative help. ‘Three principal functions should be 
recognized within each service. They are: 

(1) Establishment of standards—This will include development 
of facilities standards and review of proposals and plans for new 
construction, additions or betterments ; deratalation of equipment and 
supply standards and advice concerning professional applicability of 
products; formulation of standards of utilization for personnel, space, 
equipment and supplies, and, where appropriate and feasible, prep- 
aration of spec ial-purpose guides for professional practice; and pro- 
vision of professional assistance to operating management in prep- 
aration of budgets and in development of methods and procedures, 

(2) Deve lopment of programs.—This should include forecasting 
broad requirements for services; reviewing existing and proposed 
operating and construction programs and recommending additions or 
modifications therein; reviewing or initiating proposals for research 
and evaluating the effectiveness of existing research; formulating 
professional personnel qualifications specifications, reviewing exist- 
ing and proposed professional personnel programs and planning 
broad recruitment, education and training programs; studying the 
effects of existing or proposed legislation on medical programs and 
reporting conclusions thereon; and arranging for preparation and 
issue of professional information bulletins. 

(3) Administration—This should include screening and, insofar 
as possible, handling correspondence and inquiries; arranging travel 
schedules and accommodations for the service staff and chief con- 
sultants; complying with administrative procedures governing per- 
sonnel, budgets, finance and other administrative functions within 
the service; and directing general office, stenographic and clerical 
work for the service. 

Most of these services can be reasonably organized along the func- 
tional lines just described. The emphasis should be on requirements, 
and hence flexibility should not be sacrificed for the sake of maintain- 
ing rigid organizational patterns. 

The proposed plan of organization implies and intends full inter- 
change and utilization of skills : among and between standards, develop- 
ment and administrative employees and permits of the assignment of 
two or more of those functions to one employee, if best results can 
be achieved in that manner, provided, however, that each function is 
primarily assigned to one employee and that he is held fully account- 
able for adequate performance. 

In line with the foregoing, the following structure and assignment 
of functions for each of the 14 professional and ancillary services are 
proposed. 
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(1) The Dental Service, in addition to the Director, should include 
two divisions and an Administrative Assistant. The Standards Di- 
vision, under a Chief, should develop professional facilities utilization 
neniaatie and other standards indicated previously. The Chief 
should be assisted by a technician in dental equipment and supplies. 
The Development Division, under a Chief, should handle forecasting 
and broad programing. It should include a professional education 
and research specialist and a specialist in auxiliary education and 
training. The Administrative Assistant should provide clerical and 
stenographic service as required. 

(2) The Dietetic Service, in addition to the Director, should like- 
wise include, two divisions and an Administrative Assistant. The 
Standards Division should be responsible for development of dietary 
facilities, equipment and subsistence standards. It should include 
a specialist in diet therapy for hospitals and homes, a specialist in 
nutritional standards and a specialist in food preparation. The 
Development Division, responsible for development of dietetic pro- 
grams, should include a specialist in dietetic service education and 
training. The Administrative Assistant should provide clerical and 
stenographic assistance as required. 

(3) The Medical Service, in addition to the Director, should in- 
clude specialists on standards and development and an Administra- 
tive Assistant, with one or more clerk-stenographers, as required. 

(4) The Nursing Service, in addition to the Director, should in- 
clude a standards specialist, who should develop nursing service stand- 
ards; a Chief of the Development Division, who should develop nurs- 
ing programs with the assistance of a specialist in nursing recruit- 
ment, education and training and a specialist in recruitment, educa- 
tion and training of aides; and an Administrative Assistant, with 
several clerk-stenographers, as required. 

(5) The Pathology Service, in addition to the Director, should in- 
clude a pathologist qualified to undertake standards formulation and 
an administrative assistant. 

(6) The Pharmacy Service, in addition to the Director, should in- 
clude a technician on facilities, equipment and supplies and an admin- 
istrative assistant. 

(7) The Physical Medicine and Rehabilitation Service, in addition 
to the Director, should include: a technician in equipment and supply 
requirements; specialists in physical therapy, corrective therapy, oc- 
cupational therapy, educational therapy and manus al arts therapy; and 
an Administrative Assistant, with several clerk-stenographers, as 
required. 

(8) The Prosthetic and Sensory Aids Service, in addition to its 
Director, should include: a prosthetic and orthopedic aids specialist, 
assisted by an orthopedic technologist; a restoration and sensory aids 
specialist, assisted by an acoustic al : audiologist ; an educational specia- 
list; and an Administrative Assistant, with several clerk-stenogra- 
hers, as required. 

(9) The Psychiatry and Neurology Servic e, in addition to the 
Director, should include a psye hiatrist, 1 neurologist, a mental hy- 
giene specialist and a clinical psye cin each of whom should un- 
dertake standards and program development in his field, and an 
Administrative Assistant with several clerk-stenographers, as 
required. 
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(10) The Radiology Service, in addition to the Director, should 
include a technician on X-ray facilities and equipment and an Ad- 
ministrative Assistant. 

(11) The Social Service, in addition to the Director, should include : 
a standards specialist, who should develop standards on persennel 
utilization and advise on budgetary methods and procedtires work ; 
and a Chief of the Development Division, who should develop soci ial 
work programs and be assisted by a specialist in social work educa 
tion and training. 

(12) The Special Services, in addition to the Director, should in- 
c lide: a technician on facilities, equipment and supply requirements ; 
program specialists in recreation, volunteer services and chaplaincy, 
who should undertake program development, recruitment, education, 
and training in their respective fields; a librarian, who, in addition 
to her readers’ advisory and other program duties, should direct the 
general office medical library in charge of a medical librarian; and 
an administrative assistant, with several clerk-stenographers, as 
required. 

(13) The Surgical Service, in addition to the Director, should in- 
clude a standards specialist, a development specialist, and an Admin- 
istrative Assistant with a clerk-stenographer. 

(14) The Tuberculosis Service organization should be comparable 
to that of the Surgical Service. 

The proposed staff for the foregoing 14 services totals 107, con- 
trasted with 404 authorized positions for similar functions on Decem- 
ber 31,1951. A number of the omitted positions may be transferred 
to locations elsewhere in the proposed organization of the Department 
of Medicine and Surgery. 

This proposed reduction in planning staff should be readily attained 
in making the fundamental changes in the services’ work resulting 
from separation of planning from operating and research functions. 

The specific functions indicated below, which the various profes- 
sional and ancillary services now perform, should be relinguished to 
other units in the proposed organization. 

(1) Control of ope rations.— 

Operating decisions directly affecting field activities. 

2. Field inspection of the formal “survey” type, and review of 
ae thereon. 

Prescription of organizational structure, staffing limits and de- 
ti vied operating practices in field installations. 

Writing and editing of manuals and procedures. 

Collection, preparation, and consolidation of workload, cost, 
supply, equipment or facilities utilization, or other operating data. 

6. Direction of orthopedic brace shops, area dental or clinical 
laboratories, specialized clinics or other field operations of any kind. 

( 2) Control of manpower.— 

Appointment, change of status and termination of personnel 
fedlens than that employed within the planning staff at general office). 

2. Maintenance of personnel files. 

3. Selection of trainees and operating administration of educational 
and training programs. 

(3) Performance of purchasing and supply operations.— 

Procurement, cataloging and distribution of library books, 
movies, recreational and other special services equipment and supplies. 
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Procurement, storage and distribution of prosthetic and sensory 


Case finding and case follow-up, as for tuberculosis and syphilis. 

Handling of for eign accounts. 

Decisions on pay ment of unauthorized fees. 

rf Handling of inquiries as to patient care or other operating re- 
sponsibilities and investigation of medical accidents. 

Negotiation and administration of agreements for medical care 
to members of Armed Forces, use of the facilities of the Armed Forces 
and related matters. 

6. Negotiation of fee schedules and contractual relations with 
— als. 

. Establishment of disability etiology for claims or appeals. 

Administration or direct supervision of research projects con- 
ducted within Veterans Administration. 

Administration of the general reference library of Veterans 
Administration. 


2 
Lids. 
(4) Performance of other operations.— 
b 
2. 
3 


o: Planning projects staff 

The director of the planning projects staff should be appointed by 
the Assistant Chief Medical Director for Planning with the Chief 
Medical Director’s approval. He should perform the following four 
broad functions: 

(1) Furnish statistical and technical assistance in the program 
analysis and forecasting aspects of planning work. 

(2) Provide for coordinated consideration of aspects of medical 
care, education and training, or research involving two or more 
professional services. 

(3) Prepare department-wide analyses and reports of a professional 
nature. 

(4) Participate in unified planning of an integrated medical 
program. 

In carrying out the foregoing broad functions, the director of the 
planning projects staff should study the whole range of trends in 
veterans’ population and medical needs and develop an objective, 
statistically sound, independent estimate of current and future de- 
mands for veterans’ medical services. He should thereby contribute 
to the planning of a sound, well-balanced, over-all program of realistic 
proportions. 

He should coordinate the work of the various services to assure that 
matters involving more than one service are properly handled and 
that work schedules are maintained. 

He should identify, maintain contact with, exchange information 
with and consult every good source of information on veterans’ popu- 
lation, incidence of disease and related data in Government and 
among private foundations and institutions. He should use the in- 
formation thus obtained to augment. and verify his own findings. 

He should be assisted in the performance of his duties by a small 
staff consisting, in addition to his personal secretary, of the following 
persons : 

(1) A chief of the Biometrics Division should conduct such sta- 
tistical and analytical studies of current and long-range significance 
as his senior may direct. Normally the division’s work should be of a 
project nature. Relatively little continuing work should be handled 





516 9§ MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


here, in accordance with the proposal that information essential to 
the continued operation of the department be collected and furnished 
by the operating staff. 

(2) Special projects assistants, as needed, should be appointed by 
the Assistant Chief Medical Director for Planning, with the Chief 
Medical Director’s approval, and assigned to the Director of the 
Planning Projects Staff for administrative direction, guidance and 
assistance in coordinating the work of the various planning services. 
Currently, such projects as the following would be involved : 

1. Paraplegic affairs. 

2. Rehabilitation of the blind. 

3. Special rehabilitation techniques for veterans with tuberculosis. 

4. Audiology and speech correction clinic program. 

5. Medical records improvement program. 

6. Vocational guidance ancillary to medical care and rehabilitation. 

Special projects assistants might well be consultants, an arrange- 
ment quite commonly used in Veterans Administration today, and one 
which could readily be expanded. 

As previously indicated, the plan provides that organization and 
methods study work, procedures preparation and coordination, budg- 
etary planning and administration, preparation of administrative sta- 
tistics and machine tabulating processes be carried on elsewhere in 
the department or in the Veterans Administration organization rather 
than in the various planning services as at present. 

The foregoing organizational structure combines, regroups and 
reasonably standardizes planning functions which presently form all 
or part of the following departmental and related services: (1) Pro- 
fessional Services, (2) Dental Service, (3) Nursing Service, (4) Out- 
patient Service, (5) Hospital Operations Service, (6) Planning 
Analysis Staff, (7) Special Services. 

Improved coordination, closer teamwork and greater unity of di- 
rection and purpose in programing for veterans’ medical care will 
result from the streamlining, consolidation, and unification of these 
functions. ‘Thorough, integrated and realistic planning should result 
from this reorganization with less effort and less cost. 

The Assistant Chief Medical Director for planning has an outstand- 
ing opportunity to contribute to the improvement of veterans’ care 
in three important respects. 

(1) He can provide leadership in the development of a sound, well- 
balanced medical program. for veterans —He occupies a key position 
in the department through which he can appraise the medical pro- 
gram objectively as a whole. He can exercise great influence on the 
general course of veterans’ medicine. He should use this position to 
see that the department’s objectives and policies are consistent and 
integrated and that they meet the demonstrated needs for veterans’ 
medical care. 

(2) He can reconcile divergent points of view and achieve unity of 
purpose among the professional specialties —He can inculcate a broad 
point of view among the specialists, so that they recognize the inter- 
relation and mutuality of the specialties in the total program. He 
can bring about the kind of teamwork which is based on sacrifice of 
undue special interest for the overall good of veterans’ medical care. 

(3) Perhaps more than any other individual, he can contribute to 
the improvement and advancement of veterans’ medical care—Di- 
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vorced from pressures of day-to-day operating decisions, he and his 
staff have time to think. He has an unparalleled opportunity to ex- 
plore, to develop and to promulgate ideas for the betterment of medical 
care. He can strengthen the ties with the medical and related pro- 
fessions and can compound the gains accruing from the knowledge and 
skill available therein. He has the personnel and the opportunity to 
help operating people solve difficult problems which hamper the 
medical program in the field. 

This chapter has described the proposed organizational structure 
and the assignmerft of functions for medical program planning at 
central office. It has indicated how work and employees should be 
assigned so as to achieve a streamlined organization dedicated solely 
to planning. It has proposed that the combined planning staff ap- 
proximate 125 people rather than the current force of 538 now au- 
thorized for its various services. A large number of the highly skilled 
individuals thus made available can be used, therefore, in other parts 
of the expanded medical organization. 

The next chapter deals with medical operating management at 
central office. 


IV. MEDICAL OPERATING MANAGEMENT AT CENTRAL OFFICE 


This chapter, the first of four dealing with the proposed operating 
organization of the Department of Medicine and Surgery, describes 
the structure and the functions of the organization at central office 
under the Assistant Chief Medical Director for Operations, who 
should be responsible for effective use of facilities, men, money, and 
materials in rendering approved hospital and medical care to legally 
eligible veterans who t request and require it. 

This means that he should be held primarily accountable for the 
effective operation of hospitals, clinics, homes, canteens, and other 
facilities for veterans’ care, and for the provision of care to veterans 
either in Veterans Administration facilities or in private and state 
facilities and by its staff or by outside individuals and agencies. 

This position, like others reporting directly to the C hief Medical 
Director, carries with it the ten basic responsibilities that. were detailed 
on exhibit XV. 

It is, of course, obvious that no one man can be held responsible for 
such an immense task without some key assistants. Accordingly, the 
proposed organization provides for ‘bringing together under his 
direction a number of functions and key positions indispensable to 
the successful operation of this program. 

Exhibit XVIII charts the proposed organization for operations. 
The functions are distributed among the following eight principal 
organizational components : 

Office of the Assistant Chief Medical Director for Operations. 
Educational Administration Staff. 

Budget and Finance Service. 

Engineeri ing Service. 

Supply Service. 

Personnel Service. 

Organization and Methods Service. 

. Operating Management. 
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Exuisit XVIII 


VETERANS ADMINISTRATION 


OEPARTHERT OF MEDICAL PROGRAM 


MEDICINE AND SURGERY 
CHIEF MEDICAL DIRECTOR Proposed Plan of Organization 
MEDICAL PROGRAM OPERATIONS 


April 1952 





RGANIZATION AND EDUCATIONAL 
PERSONNEL SERVICE ; ADMINISTRATION 
METH 5 SERV ft STAFF 
gepcaens DIRECTOR DIRECTOR 


DIRECTOR OF DIRECTOR OF 
HOSPITALS AND VETERANS CANTEEN 
CLINICS SERVICE 


Office of the Assistant Chief Medical Director for Operations 

The Assistant Chief Medical Director for Operations should parti- 
cipate in considerations of the management problems involving basic 
policies governing medical operations which, under the proposed form 
of organization, should be dealt with by the Chief Medical Director 
in conference with his deputy, his three principal officers, and the 
Spec ‘ial Medical Advisory Group. 

Formulating and obtaining conformance to general operating pol- 
icies are functions which the Assistant Chief Medical Director for 
Operations should undertake himself. He should see that general 
operating policies adequately cover every important facet of opera- 
tions, form a complete and consistent body of governing rules and 
conform to the letter and intent of basic policy. Further, he should 
see that any departmental policy set up by an individual operation 
under his jurisdiction is consistent. with general operating policy. 

Beyond this, his function should be primarily one of leadership, 
coordination within his own organization and between it and other 
parts of the department and the Veterans Administration and follow- 
up of operating programs. He should also carry primary responsi- 
bility for the important task of maintaining sound top-level relations 
with leading institutions and professional groups on matters of pro- 
fessional education. In this area, he should work closely with the 
Assistant Chief Medical Director for Research to coordinate joint 
dealings with these influential sources of aid and inspiration for the 
medical program. 

To assist him in the many and varied requirements of these re- 
sponsibilities, the Assistant Chief Medical Director for Operations 
should have an executive officer whose primary duty should be the 
scheduling, expediting, and following up of such matters as the Assist- 
ant Chief m: iy designate. He should be appointed by the Assistant 
Chief Medical Director for Operations with the Chief Medical Di- 
rector’s approval. His broad duties should include the following: 
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(1) Schedule and expedite matters requiring coordinated action 
among operating units and between them and other departmental 
components, 

(2) Furnish liaison between the Department and the Construction 
Departme nt. 

(3) Prepare or obtain replies to professional inquiries directed to 
central office. 

(4) Serve as central office chairman of special boards constituted 
pursuant to Public Law 293, Seventy-ninth Congress. 

(5) Administer procedures governing care to veterans by foreign 
countries. 

(6) Maintain liaison with the Defense Department on care of mem- 
bers of the Armed Forces by Veterans Administration. 

The executive officer should work closely with the staff services de- 
scribed in this chapter to assure their smooth working relations with 
and adequate support for departmental activities in central office and 
in the field. 

He should be a focal point for the Department’s working contacts 
with the Construction Department. As such, he should be in constant 
consultation with the several professional groups in the planning 
staff to reach agreement on facilities plans and to reconcile operating 
and engineering necessities with professional standards. 

To be in the best position to carry out the foregoing functions ex- 
peditiously, the executive officer should work out of the immediate 
office of the Assistant Chief Medical Director for Operations. 


2. Educational Administration Staff 


The plan proposes to preserve and enhance the contribution of the 
medical schools and of private medicine generally to the improvement 
and maintenance of the quality of medical care for veter: ans. In the 
future, as in the past, the principal vehicle for accomplishing this 
should be a continuing program of professional and ancillary edu- 
cation and training, pertinent to medical care of veterans. This im- 
portant: program needs specialized handling at top oper ating level 
in the Department of Medicine and Surgery. Accordingly, an Edu- 
cational Administration Staff under a Director is provided with re- 
sncneitaliiy for educational administration. 

The Director of the Educational Administration Staff should be 
responsible for the administration of the education and training pro- 
gram for professional personnel. He should assume the budgetary, 
contact and correspondence functions of the Education Division of 
the present Research and Education Service. He should coordinate 
professional and ancillary training programs and formulate the pol- 
icies and basic procedures governing the conduct of the entire pro- 
gram. He should be responsible for the following functions: 

(1) Maintenance of central records on profession: al and ancillary 
education and training programs and preparation of reports thereon. 

(2) Review of individual and consolidated educational budgets, 
allocations, and obligations. 

(3) Development of standard operating policies and practices for 
administration of educational programs. 

(4) Submission of educational programs to accrediting agencies for 
approval. 

(5) Provision of liaison between participating groups, schools and 
employees of the department. 
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(6) Assistance in comparing, coordinating and appraising plans 
and programs of medical centers from an educational point of view. 

The Director should direct the activities of the Medical Illustration 
Division now attached to Research and Education Service. 

The Director of Educational Administration should work closely 
with the professional and ancillary services of the Department’s 
planning staff in the development of educational programs. He 
should work equally closely with the staff of the Assistant Chief 
Medical Director for Research in order to coordinate educational and 
research activities at their frequent points of contact with the same 
institutions and professional groups outside of Veterans Adminis- 
tration. 

3. Budget and Finance Service 

In summary, the principal functions of this service include estab- 
lishment and maintenance of budgetary, financial and report controls 
tor all medical activities, including those now found in the Depart- 
ment, in Special Services and in Supply Service. 

The Director should be appointed by the Assistant Chief Medical 
Director for Operations, with the Chief Medical Director’s approval. 
He should undertake the following responsibilities. 

(1) Coordinate budget prepar: ation, review, revision and consoli- 
dation. 

2) Develop cost systems and provide for the operation thereof. 

(3) Consolidate, analyze, and interpret financial reports on the 
medical, hospital and domiciliary (8000) program. 

(4) Develop an economical system of adequate operating reports; 
provide for compiling special data for planning as authorized. 

(5) Develop training programs for budget and finance personnel 
throughout the medical organization. 

(6) Provide for conformance to Veterans Administration’s estab- 
lished, over-all budgetary and financial policy and procedure. 

(7) Provide functional guidance to chiefs of Budget and Finance 
Divisions in Medical Centers, and through them to chiefs of Budget 
and Finance Divisions in field stations. 

The foregoing functions will serve to make the Director of the 
sudget and Finance Service the financial adviser to the Department, 
responsible for furnishing timely, accurate cost analyses of existing 
medical programs, and re alistic cost estimates of proposed programs 
for the guidance of management. He should seek out justifiable ways 
to reduce costs and to simplify and strengthen fiscal controls. 
Through penetrating analysis of financial reports, he should anticipate 
likely imbalance in obligs ation of allotted funds and should recommend 

adjustments in advance of necessity for emergency measures. 

To his associates, both within and outside of operations, he should 
take a service position. He should help them with their budget esti 
mates in working out modifications needed to reconcile requests and 
io justify them in the over-all departmental budget. 

He should determine what administrative data are essential to ade- 
Guate planning and control. He should furnish the technical skill 
and the clerical work to produce necessary information in the form 
«nd at the times required. In so doing, he should take fullest advan- 
tage of opportunities to combine and to consolidate data and to get as 
much information as possible produced at its source in the form in 
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which it ultimately will be used. 
follows: 

(1) Budget and Allotment Control Division —This Division should 
schedule and follow through the preparation of annual and quarterly 
budgets for complete activities of the department. It should work 
out, within legal, Bureau of the Budget and top agency policy, the 
budgetary format and content required for adequate planning and 
control in the department. It should maintain the general accounting 
records and control accounts for the department, specify the financial 
data and reports required for control of allotments, and prepare con- 
solidated financial reports. 

It should see to adequate justification of fund requests and should 
periodically analyze the status of obligations against budget. It 
should interpret fiscal aspects of programs to management. It should 
take over custody of the general post fund. 

(2) Cost analyst—The cost analyst should continually study and 
compare financial with operating results in the department’s activi- 
ties. He should identify trends and variances in costs and should 
investigate their causes. Where remedial moves are indicated or where 
worth while saving seems attainable, he should recommend specific 
action or further study to appropriate officers. ° 

In the cost analyst the proposed plan of organization provides for 
concentration on basic problems and i improve ment opportunities, un- 
unpeded by concern with routines. He should be a fruitful source of 

uggestions for better service at less cost. 

He should have an assistant analyst and a statistical clerk to help 
a - his work. 

) Reports Control Division—As it assumes responsibility for 
eau F i services and supply and engineering functions, the Department 
of Medicine and Surgery will experience a sizeable increase in its al- 
ready large volume of re ports. The Reports Control Division should 
take on the job of consolidating, simplifying, and improving reports 
so as to achieve an integrated structure adequate for planning “and con- 
trol purposes but stripped, insofar as possible, of extraneous or dupli- 
cated material. 

Standard statistical reports should be summarized or prepared by 
this Division. It should also provide for collecting data and preparing 
special reports for planning or other purposes, on approval of the Di- 
rector of the Budget and Finance Service. 

The divisional chief should decide whether to use manual or machine 
tabulating methods. He should handle manual preparation in his 
own Division and obtain machine tabulating work from the agency's 
general office services. 

He should arrange for having most of the work done in the field 
according to schedules, directions, and standards set up by him. Ac- 
cordingly, his staff should be small. 

By constituting Budget and Finance as a se parate service, reporting 
directly to the officer in charge of operations, the proposed plan pro- 
vides two major advantages. 

The separation of budgetary and financial controls from other only 
remotely related functions and the establishment of these controls in 
x top echelon should result in improved, more effective, and more 
economical controls. 


He should have a staff assigned as 
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The separation should also serve to set up a healthy check and bal- 
ance within the department. Today, with its broad combination of 
functions and its almost unchallenged control position, the program 
analysis staff tends to assume operating authority without commensu- 
rate responsibility. It does so by shaping budgets, fund allocations 
and ceiling proposals to match its own program and organizational 
concepts. This sort of situation, if allowed to continue, can quickly 
disrupt any organization. This possibility is much less likely to arise 
in the proposed form of organization. 

Engineering Service 

In accordance with the responsibilties proposed for the Chief Medi- 
cal Director, engineering activities in hospitals, homes, and other 
agency facilities for medical care should be transferred from their 
present locations in Construction, Supply and Real Estate to the 
Department of Medicine and Surgery. It is proposed to preserve them 
in this Department essentially in their present form, as a staff unit 
under the Assistant Chief Medical Director for Operations. 

The Engineering Service should work to assure that engineering 
facilities and practices meet professional and operating requirements. 
Specifically, it,should be responsible for the following functions: 

(1) Deve lop, for approval of the Assistant Chief Medical Director 
for Operations, specific standards governing staff, facilities, equip- 
ment, supplies, and practices for plant and equipment maintenance 
and the performance of laundry, grounds keeping, utility, general 
housekeeping, and automotive operation and repair activities, within 
the broad engineering policies and standards established by the Con- 
struction Department. 

(2) Furnish technical guidance to engineering officers in medical 
centers in the foregoing areas and through them to engineering officers 
in field stations. 

(3) Review construction plans for suitability and conformance to 
engineering standards. 

(+) Conduct space utilization studies. 

5) Develop training programs for engineering personnel through- 
m the medical organization. 

(6) Audit and evaluate et ngineering performance in the field for 
the Assistant Chief Medical Director for Operations. 

(7) Review engineering budgets of field stations. 

(8) Provide for conformance to established policies and standards 
governing plant protection and safety and similar general engineering 
matters, 

The Director of the Engineering Service should participate actively 
in the planning of facilities. He should work, through the Assistant 
Chief Medical Director for Operations and the executive officer, with 
the department’s planning staff and with the Construction Depart- 
ment to assure that facilities plans are reasonable from a maintenance 
and utilities vie »wpoint. 

He should identify engineering problems in the field and should 
work out their solutions. He should work closely with engineers in 
the Construction Department and should utilize their assistance in 
the solution of difficult problems. He should keep the Construction 


Department supplied with up-to-date drawings of medical instal- 
lations. 
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To keep himself sufficiently informed on actual conditions in the 
field, he should depend primarily on operating reports and on personal 
visits to such field stations as may appear to warrant individual 
attention or as may request technic al engineering assistance. Visits 
in conjuction with engineering officers in medical centers should be 
made by the Director or by a designate who is expert in the particular 
matter in question. 

To assist him, the Director should have a staff of technical and cleri- 
cal help sufficient to carry on activities of the following seven divisions : 

(1) Building and Structures. 

(2) Roads, Grounds and Agricultural. 

(3) Heating, Refrigeration and Air Conditioning. 

(4) Electrical, Radio, Television, and Movie. 

(5) Laundry and Dry Cleaning. 

(6) Water and Sewage. 

(7) Safety and Fire Protection. 

Each of the foregoing divisions should formulate standards, oper- 
ating practices, personnel qualifications, and specialized training pro- 
grams in its functional area for the approval of the Director and of 
the Assistant Chief Medical Director for Operations. 

5. Supply Service 

The proposed plan of organization provides for consolidating, as a 
staff unit under the Assistant Chief Medical Director for Operations, 
all supply functions essential to the medical program. These include 
sundry supply activities now performed in the following five places: 

(1) Supply service of Construction, Supply and Real Estate. 

(2) Recreation service of Special Services. 

(3) Library service of Special Services. 

(4) Hospit: lization Requirements and Equipment Division, Hos 
pital Operations Service. 

(5) Organization of the Assistant Director for Operations, Pros- 
thetic and Sensory Aids Service. 

The Director of the Service should be appointed by the Assistant 
Chief Medical Director for Operations on approval of the Chief Medi- 
cal Director. His primary functions should be to 

(1) Develop, for approval of the Assistant Chief Medical Director 
for Operations, standards governing staff, facilities, equipment, sup- 
plies and practices for procurement, storage, and distribution of medi 
cal equipment and supplies and subsistence items within the broad 
policies and standards established by the Purchasing and Supply 
Department. 

(2) Direct centralized buying and contracting for the Department 

ee ized by the Purchasing and Supply Department. 

3) Direct ordering, storage, distribution, and equipment service 
std reclamation at supply depots. 

(4) Provide for developing procurement specifications and ron 
maintaining stock-level controls and cataloging service 
with preser ‘ibed agency policies and standards. 

(5) Provide for standardization and development of tables of 
equipment, 


(6) Develop training programs for supply personnel throughout 
the medical organization. 


in accordane 
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(7) Audit and evaluate performance of supply functions in the 
field for the Assistant Chief Medical Director for Operations. 

8 Review supply budgets of field stations. 

9) Provide for conformance to established supply policy and 
at edure. 

(10) Provide functional guidance to managers of medical centers 
and, through them, to supply officers of field stations. 

The primary responsibility of the Director, in carrying out the 
foregoing functions, should be to assure that equipment “and supplies 
needed to support the medical program reach their point of use on 
time, in the right quantity, and within best attainable quality and 
cost limits. 

The Director should work closely with the Purchasing and Supply 
Department to incorporate into the medical supply operations the 
agency’s basic policies governing such considerations as inventory 
limits, turn-over cycles, ‘obsolescence, and replacement practices, bid 
and contracting provisions, relations with General Services Admin- 
istration and other Government agencies and sources, and conform- 
ance to Government-wide law and regulation. 

He should work with the planning staff to temper professional 
thinking with operating experience in consideration of medical equip- 
ment or supplies. He should furnish information as to products’ 
availability, cost, and, as appropriate, performance under test. 

To assist him in carrying out his broad responsibilities, he should 
have three divisions, as follows: 

(1) Supply Control Division—This Division should be responsible 
for describing, preparing specifications for, standardizing and cata- 
loging items of equipment and supply assigned to the control of the 
department by the Purchasing and Supply ‘Department. 

It should also be responsible for requisitioning and inventory con- 
trol for centralized purchases and for items in supply depots. For 
items purchased locally or ordered on drop shipment or decentralized 
contracts, stations should maintain stock status records, usage analy- 
ses, and order control. 

It should review levels of inventories in field stations to assure that 
they comply with standards established by the Purchasing and Supply 
Department and should control supply depot inventories in accord- 
ance with these standards. The Chief of the Division should review 
and appraise supply budgets submitted by field stations. The Divi- 
_ should be organized in two sections. 

. The Material Standards Section should direct description, speci- 
fic: sai writing, cataloging, and standardization work. In so doing, 
it should take over and consolidate some work now performed else- 
where, as follows: 

(1) Specifications and description work of Matériel Standards 
Section, Supply Service. 

(2) Those functions of Hospitalization Requirements and Equip- 
ment Division, Hospital Operations Service, relating to the establish- 
ment of technical standards and specifications for medical equipment 
und supplies. 

(3) The specifications development and standardization work done 
by Prosthetic and Orthopedic Aids Division and by Restoration and 
Sensory Aids Division of Prosthetic and Sensory Aids Service. 
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(4) Similar work performed by specialists in adapted sports, mo- 
tion pictures, recreation, and library service in Special Services. 

2. The Requirements and Distribution Section should direct anal- 
yses of stock status and usage, project supply requirements, and es- 

tablish order points and quantities for items stored and distributed 
oo depots. It should also provide for review of consolidated supply 
budget estimates from the field. In so doing, it should take over and 
combine work now located elsewhere, as follows: 

(1) Requirements projection and requisition origination work of 
Requirements and Distribution Section of Supply Control Division, 
Supply Service. 

2) Machine tabulating for stock status reports, now done by Ma- 
chine Accounting Section of Property Accounting and Field Opera- 
tions Division, Supply Service. 

(3) Stock control and requisitioning work now done by Technical 
Processing Division of Library Service and elsewhere within Special 
Services. 

(4) Stock-control work now done within the various operating 
divisions of Prosthetic and Sensory Aids Service of the Department 
of Medicine and Surgery. 

(2) Procurement Division—Requisitioning from other agencies, 
contracting for or, as appropriate, buying such equipment and sup- 
plies for the medical program as are specified by the Purchasing and 
Supply Department and requisitioned by the Supply Control Division 
should be performed by this Division. This Division should contain 
the following six sections: 

Equipment Section, which should contract for or purchase me- 
chanical and scientific equipment in medical installations. 

2. Subsistence Section, which should contract for or purchase sub- 
sistence items and paper products. 

Pharmacy Section, which should contract for or purchase drugs 
and chemicals. 

Textile Section, which should contract for or purchase linens 
and clothing. 

5. General Supplies and Services Section, which should contract 
for or purchase specialized commodities and personal services, such as 
research. This section should be responsible for procurement of mo- 
tion pictures, recreational materials, and library items. 

Procurement Service Section, which should handle authorization 
ee handling of bids, and invoice processing. 

Capitalizing on the opportunities which unified management of all 
medical affairs will offer to achieve better service at less cost should 
be the objective of this division. 

(3) Storage Division—This Division should have charge of supply 
depots at Somerville, N. J.; at Hines, Il; and at Wilmington, Calif. 
In addition, it should take over supply depot operations which have 
been or are being established to handle prosthetic and sensory aids 
at Washington, D. C., and at Denver, Colo. 

Its mission should be to serve medical installations in the field in 
the way best adapted to their practical operating needs. The chief 
should institute and support thoroughgoing studies of the true com- 
parative costs of the reclaiming and reconditioning of equipment with 
Veterans Administration labor at depots or with contract labor locally 
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and the retirement and replacement of obsolete or otherwise uneco- 
nomical equipments. 

To do this, he should have an Operations Section, broadening its 
industrial engineering work at depots to serve this purpose, and a 
Service and Reclamation Section which, while continuing to give staff 
technical direction to its field counterparts, should help to review the 
cost factors involved in this operation. 

With the support of the Assistant Chief Medical Director for Opera- 
tions and working through operating management of medical centers, 
hospitals, clinics, and homes, the Supply Service should systematically 
work to strengthen supply personnel in the field so as to grant increas- 
ingly greater decentralization of responsibility and authority for sup- 
ply and eliminate unnecessary duplication of work. 

Taken together, the five parts of Veterans Administration’s present 
organization cane with medical supplies employed 1,032 people as 
of December 31, 1951. In line with the provisions of this section and 
recommend: ti ions concerning the Purchasing and Supply Department 
in volume III, 237 of these employees will be transferred to other 
units of the organization or will no longer be required. Transfers of 
those presently within the Department “of Medicine and Surgery are 
indicated below. 

(1) Hospital Operations Service —Construction design and en- 
gineering work and construction survey and inspection work, cur- 
rently done by the Technical Requirements Section, should be combined 
with similar functions in the proposed Construction Department. 
The executive officer to the Assistant Chief Medical Director for Opera- 
tions should maintain adequate relations with the Construction De- 
partment and use the skills therein effectively. 

(2) Prosthetic and Sensory Aids Service—Administrative pro- 
cedures preparation, field supervision, and professional planning 
work should be distributed, respectively, to the Organization and 
Methods Division, the operating management and the planning staff. 

When the foregoing has been.done, there will remain about 795 em- 
ployees in the proposed Supply Service. 

This transfer of responsibility for the purchase and storage of sup- 
plies and equipment used solely in the medical program to the De- 
partment of Medicine and Surgery is essential to the establishment of 
full accountability for the operation of the medical program with the 
Chief Medical Director. 

6. Personnel Nervice 

The proposed plan calls for concentrating within the Department of 
Medicine and Surgery such functions as bear directly on the Chief 
Medical Director’s responsibility for conformance to law and regula- 
tion governing administration of personnel. 

Medical personnel administration is presently conducted in four 
places: 

(1) In the Field Classification Division of the Classification Serv- 
ice of Personnel. 

(2) In the Medical Placement Division of the Recruitment and 
Placement Service of Personnel. 

(3) In the office of the executive officer of the Department of Medi- 
cine and Surgery. 

(4) In the special boards of the department. 
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The position of Director of Personnel Service should be created to 
combine and to carry on the administrative functions now divided 
among these four organization units. The Director should report to 
the Assistant Chief Medical Director for operations, who should ap- 
point him with the Chief Medical Director’s approval. 

The director of Personnel Service should carry on the following 
functions: 

(1) Develop standards and procedures for personnel administra- 
tion within the medical organization and in accordance with the basic 
policies established by the Personnel Department. 

(2) Develop classification standards and performance rating cri- 
teria, and proyide for auditing field conformance thereto. 

(3) Develop qualification standards governing employment and 
training, and render or obtain technical aid for units of the medical 
organization in these functions. 

(4) Plan development and promotion programs for key administra- 
tive personnel. 

(5) Administer training programs for personnel administration 
staff. 

(6) Audit and evaluate performance of personnel administration 
wor 7 throughout the medical organization. 

) Provide for conformance to established policy and procedure 
governing personnel administration. 

(8) Provide functional guidance to personnel officers in medical 
centers and through them to personnel officers in field stations. 

The director of Personnel Service should work closely with the 
Personnel Department to assure that agency-wide policies and prac- 
tices are observed in the department. He should cooperate with this 
department in effectively auditing classification work throughout the 
Department of Medicine and Surgery. 

He should furnish the technic ‘al skill and the clerical help which 
specialists on the department’s planning staff and chiefs of staff 
services will need in formulating qualification standards, recruiting 
plans, and training guides for their counterparts throughout the 
department. 

He should be responsible for the implementation of personnel poli- 
cles established by the Personnel Department and for the maintenance 
of good employee relations throughout the Department of Medicine 
and Surgery. 

He should establish a program for the development of medical 
administrators and other department executives. 

He should plan major reduction-in-force requirements or large 
transfers of people. He should handle top-level appeals. For dis- 
ciplinary or other boards on the professional side, he should act as 
nonvoting secretary, under the chairmanship of the executive officer 
for operations. He should contribute an employee relations view- 
point to their consultations. 

He should render regular reports to the Assistant Chief Medical 
Director for operations on conditions and needs in departmental per- 
sonnel, cover Ing suc h items as vacancies, turn-over , progress of person- 
nel programs, and suggestions for improvements. 

He should perform the foregoing functions for the furtherance of 
his primary mission, which should be the rendering of prompt, effec- 
tive service to the operating officers in charge of hospitals, clinies and 
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homes. He should be in constant contact with managers of medical 
centers and through them with field station operating officers and 
with their operations; he should understand their personnel require- 
ments and give them every assistance, within the full, permissive hmits 
of law and regulation, in finding sound solutions to their personnel 
problems. 

In carrying out his broad duties, the Director of Personnel Service 
shou!d be supported by two divisions. 

(1) Classification Division —Classification, pay, and performance 
rating for departmental personnel should be assigned to this staff. 
This move will bring approximately 36,500 position descriptions and 
an estimated 650 posit ion Classifications under its functional direction. 

This Division should act as a staff service to operating manage- 
ment and as a focal point of liaison with the Personnel Department 
on classification matters. The actual work of classifying individual 
positions and of rating individual performance should be delegated 
to the field, with exceptions made only for highest ranking jobs at 
field center management level and up. 

Regular field reports of performance rating work and classifica- 
tion actions should be reviewed by this Division, which should follow 
up apparent deviations from standards and, if necessary, arrange for 
remedial action. Further, the Division should conduct regular audits 
of performance rating and classification work at field management 
centers. 

The foregoing safeguards are deemed essential. They help to as- 
sure conformance to law and regulations and to maintain uniformity 
of classification from area to area. They tend to stabilize organiza- 
tional patterns which, while permitting reasonable flexibility to meet 
local conditions, should generally be standard as to basic structure. 
To the degree that this is achieved, development of key people who 
can be transferred from one point to another as openings occur will 
be facilitated. 

This Division should also be responsible for administration of 
policies and practices pertaining to quarters, subsistence, laundering, 
and overtime privileges. 

To help him carry out his duties, the Chief of the Classification 
Division should have four highly qualified classification analysts, with 
requisite clerical assistance. Each should be responsible for audit 
of eee, and performance rating work in a prescribed geo- 
graphic area. This closely knit group should work in fullest co- 
operation with employees of the Employment and Tr aining Division. 

(2) Employment and Training Division—This Division should be 
sapiens for administration of qualification standards and exami- 
nation, recruitment and placement, training (other than that carried 
out under the professional educational program), and records main- 
tenance. It should be almost entirely an advisory, standards, policy 
formulating, and auditing body. 

It should contain technici ians skilled in qualifications, standards 
and examination work, in rating, and in placement. It should have 
clerical help adequate to carry on what record keeping and other 
office work will be needed. The staff should be headed by a Chief of 
the Employment and Training Division, who should be responsible 
for performance of the following work. 
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1. Qualification standards and examination: Positions under Pub- 
lic Law 293 should continue to be under jurisdiction of the planning 
services. There should be a permanent spec ial board for each serv- 
ice, of which the chief of the Employment and Training Division 
should be nonvoting secretary. He should furnish technical advice 
and clerical help in the preparation of qualification standards and 
examination requirements and should keep the boards’ records. 

(Jualification standards and examination requirements oo other 
positions peculiar to the department should be formulated in close 
coordination with and for the approval of appropriate staff hacia sts 
and operating management. 

Recruitment: Recruitment for highly specialized, professional 
posit ions should continue to be carried on by the planning staff. The 
Employment and Training Division should furnish or obtain such 
corollary assistance as counsel on media, 
clerical help. 

For broad-scale recruitment needs and specific recruitment prob 
lems among other positions in the department, the Division should 
dey ‘velop se lection methods and sapien rating schedules, 

Training: The Division's contribution to professional edu.ation 
and training “should be technical assistance on media and methods. 

For other positions, training needs and training programs developed 
should be identified through consultation with operating or staff 
officers. : 

Contact with training activities throughout the department should 
be maintained in an effort to achieve balance in the department-wide 
training effort and to disseminate information about improved train- 
ing methods. 

Placement: The Division should plan programs and procedures 
for the development, promotion and transfer of personnel for use by 
operating management throughout the department. It should advise 
on and guide the coordination of programs between and among major 
‘a components, 

Personnel records: The Division should maintain condensed, in- 
divides ul card records on key personnel, as bases for planning execu- 
tive and professional development, promotion and transfer of execu- 
tive personnel. These records should extend to and include, but not 
go beyond, station managers. They should be available to all officers 
with legitimate interest in them. 

Operating reports reflecting personnel actions, conditions and needs 
at field stations should be rec eived by the Division, for use in analysis 
and broad planning in the areas of its interest. 

The foregoing organizational provisions make clear the staff posi- 
tion of the Personnel Service. It should assist the Chief Medical 
Director for Operations in planning, development, and utilization of 
manpower throughout the department. In all phases of this work 
it should werk closely with the Personnel Department. 


travel arrangements and 


?. Organization and Methods Service 

The responsibility of this service should include methods engineer- 
ing, organization studies, preparation of manuals of instruction, ad- 
ministration of work improvement and incentive awards and 
development and simplification of forms and communication media. 
Currently, as they relate to the medical program, those functions are 
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being carried on in the following five parts of Veterans Administra- 
tion: 

(1') Administrative Management Division and Liaison Division of 
Program Analysis Staff. 

(2) Administrative Division of Prosthetic and Sensory Aids 
Service. 

(3) Management and Planning Staff of Special Services. 

(4) Logistical Procedures Section of Property Accounting and 
Field Oper ‘ations Division, Supply Service. 

(5) Operations Section of Storage Division, Supply Service. 

The proposed consolidated organization should be headed by a 
director, who should be appointed by the Assistant Chief Medical 
Director for Operations with the Chief Medical Director’s approval. 
He should perform the following functions: 

(1) Prepare and maintain manuals and other media of instruction, 
standard practice and organization dealing with the medical program. 

(2) Administer work improvement and incentive awards systems. 

(3) Furnish organization and methods engineering project service, 

“tis authorized, at central office, centers and stations. 

(4) Direct forms and media development, simplification and stand- 
ardization within the medical program. 

(5) Furnish writing, editing, charting and related services wher- 
ever needed in connection with production of instruction material 
within the department. 

He should undertake such work as the Assistant Chief Medical Di- 
rector for Operations may authorize at the request of the department’s 
planning or operating staff or of field operating management. He 
should direct three divisions. 

(1) Work Improvement Division—In the present departmental 
organization, administration of the work improvement and incentive 
awards system is assigned to a Forms Control Unit of the Program 

Analysis Staff. The function should be the sole responsibility of a 
full-time specialist. 

He should work closely with the Assistant Deputy Administrator re- 
sponsible for these programs to coordinate department work improve- 
ment efforts with agency-wide and Government-wide programs. 

He should maintain records and prepare reports on work improve- 
ment in field stations and should suggest ways of improving results. 
He should be a clearing house for multiplying benefits, by informing 
appropriate parts of the organization about results achieved in one 
of its parts. 

He should promote suggestions and see that they are handled and 
evaluated properly and that awards match the contributions made 
and credit goes to the deserving. 

(2) Projects Division. —In ‘the present organization, special engi- 
neering projects are assigned to people who also work at routine 
manual and procedures writing and forms development and control 
Although related, the two types of work are radically different in the 
nature of the skills and handling they require. Accordingly, the 
proposed plan separates them. 

Organization and met hods- -engineering service should be rendered 
by the P rojects Division. Projects may originate with the planning 
or operating staff specialists or may come from operating managers 
encountering difficulties in the field. The chief of the Projects Divi- 
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sion should be prepared to serve their 
should actively foster improvement, 
projects. 

The work of the Division should be conducted on a project basis 
under supervision of experienced senior engmeers. One man should 
ordinarily supervise two or more projects simultaneously, 

(3) Publications and Forms Division —This Division should be re- 
sponsible for development. control and simplification of forms and 
preparation and maintenance of manuals, 

n the department today, these functions constitute an exacting, 
time-consuming task of continual revision, obtaining of concurrences 
from many sources and preparation of issuances to the field in great 
volume and in 2 bewildering variety of media. The problem is serious 
as it stands; it will be complicated by what Special Services, Engi- 
neering and Supply will bring with them into the reconstituted 
Department of Medicine and Surgery. 

Simplifying this mass of instructional material 
riority job for the Chief of the Publications and Forms Division. 
le should review, classify, eliminate or combine, and reissue material 
according to the criteria set forth in volume II of this report. There- 
after, he should keep publications in shape as to approved format. 
standards, style, illustration, completeness, conformance to agency- 
wide policies and procedures, and absence of conflict. or unnecessary 

duplication, 

He should review administrative mate 
tion and should provide publication se 
tion bulletins, 

At the outset, the staff will need to be 
should contain units specifical] 
management, engineering, sup} 
and graphics. 

As the big job of overhauling current mate 
vision’s size should shrink along with the demands placed on it. The 
ultimate goal should be an all-inclusive Staff of about six or 
versatile forms and procedures people. 
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The proposed operating organization of the department contains 
three officers directly in charge of operations, They are the Director 
of Hospitals and Clinics, the Director of Homes and the Director of 

‘eterans Canteen Service, 

Each of those officers should have full responsibility for and author- 
ity over his Operations in the field. For the discharge of his basic 
responsibilities within his jurisdiction and for any action taking place 
anywhere along the line extending from him to his field installations, 
he should be accountable to the ; 


assistant chief medica] director for 
Operations, 

It is essential that each of these officers partici 
mental policy making and planning which ma 
be unrealistic, otherwise, to expect them to understand or to support 
wholeheartedly the objectives, policies, and plans that they would 
be asked to take responsibility for. It follows that no decision in 
aly way affecting their operations should be made until they have 
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had opportunity to investigate its probable effects and freely to ex- 
press opinions on its advisability. 

Professional and administrative staff officers should avoid issuing 
orders to the field or trying to take charge of any phase of operations 
except on the Chief Medical Director’s instruction and with the knowl- 
edge and consent of the Assistant Chief Medical Director for opera- 
tions and the operating director affected. 

The whole structure of present administrative controls, as part IV 
of this report shows, requires fundamental reorientation to conform 
to the foregoing principles of the proposed organization. Along with 
that reorientation, harmonious relationships between and among staff 
and operating officers will need to be developed. 

The Director of Hospitals and Clinics should make full use of the 
staff services provided the Assistant Chief Medical Director for opera- 
tions and should cooperate fully with them. He should also work 
closely in cooperation with the officers respectively in charge of homes 
and canteens to coordinate his operations with theirs at every point of 
contact, in accordance with established and mutually sk hk emrst 
policy procedure. 

The Director of Homes should operate in a similar manner. 

A somewhat different situation will prevail with the Director of 
Veterans Canteen Service. The organization plan as provided by 
Public Law 636, Seventy-ninth Congress, setting up canteen service, 
establishes this service as an independent unit in the Veterans Admin- 
istration. The Director of Veterans Canteen Service, therefore, 
should have relatively less need for active participation in over-all 
planning and less occasion to use staff services. However, he should 
recognize that canteens are part of the veterans’ medical program and 
exist only to serve it well, and therefore he should cooperate fully to 
this end. 

The proposed organization for medical operating management at 
central office should operate as a team, each part giving specialized 
assistance to the other and all working together in support of the Chief 
Medical Director, his principal assistants, and the three operating offi- 
cers in charge of field operations. 

In those officers will rest responsibility for the direction of field 
activities involving some 130,000 people and the obligation of about 
$700,000,000 of public funds. The remaining three chapters of this 
part of the volume are devoted to describing the operating organiza- 
tions through which it is proposed that they discharge that heavy 
responsibility. 

Throughout this chapter reference has been made to medical centers, 
which are described in detail in the next chapter. An important point 
should be made clear at this time, in order to assure understanding of 
the full significance of the proposed operating organization. The 
term “center,” is used in describing the proposed form of organization, 
refers to a separate office acting as an intermediate level of manage- 
ment between central office and field stations. The proposed form of 
organization contains no “centers” comprised of hospitals and homes, 
or of hospitals and regional offices, under common management. 

The establishment of direct lines of authority is, as has been pointed 
out, essential if operating officers are to be justifiably held accountable 
for the results of their operations. To combine a hospital and a home 
under common management would preclude this. So would a similar 
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combination of a hospital, a home or a clinic with other Veterans 
Administration programs in any continuation of the present type of 
regional office and center organization. Instead. it is provided that 
hospitals and clinics be under the direct line authority of the Director 
of Hospitals and Clinics, and that clinics accordingly be organiza- 
tionally separated from present regional offices. It is further pro- 
vided that homes be under direct line authority of the Director of 
Homes. 

In recommending the disbanding of “centers” as they exist in 
Veterans Administration today, the proposed form of organization 
loes not necessarily imply that hospitals, homes or clinics need be 
physically separated or moved from their present locations. Nor do 
the proposals preclude the sharing of some services among hospitals, 
clinics, homes and other parts of Veterans Administration where 
economy can be served thereby. Specific provisions covering both of 
these situations are included in the recommendations of the next three 
chapters of this volume. 


V. THE OPERATING ORGANIZATION FOR HOSPITALS AND CLINICS 


This chapter describes proposed plans of organization for (1) the 
Office of the Director of Hospitals and Clinics, (2) the medica] cen- 
fers, (3) the hospitals, and ( t) the clinics, 

1. Office Of director of hospitals and clinics 

The plan proposes combining hospitals and clinies under the man- 
agement of a Director of Hospitals and Clinies to provide for greater 
uniformity of professional practice and better coordination and con- 
tinuity of in-patient and out-patient service. The Director’s over- 
ul function should be to furnish the highest attainable level of medica] 
care to disabled veterans and other Veterans Administration benefj- 
claries in Veterans Administration hospitals and clinics, in outside 
hospitals and through home-town, fee-basis care. He should be ap- 
pointed by the assistant chief medica] (lirector for operations with 
the chief medica] clirector’s approval. 

Exhibit XIX shows the proposed form of organization for the 
office of the director, whose responsibilities 
of the following broad functions: 

(1) Plan an integrated national program for hospitals and clinies, 
and direct the approved program. 

(2) Provide for highest attainable levels of medica] care, education, 
research, and administration, and furnish or obtain professional as- 
sistance and guidance to those ends through organization of medical 
centers, 

(3) Maintain sound national balance in budgeting, allocating, and 
transferring of funds: in provision of staff. facilities, equipment, and 
supplies; and in distribution of patient load. 

(4) Coordinate intercenter programs and actions. 

(0) Establish standard operating practices for hospitals and clinies. 

(6) Arrange for coordination of canteen, vocational guidance and 
veterans service activities with hospital and clinje programs and for 
provision of hospital and clinic services to homes and to other depart- 
ments of Veterans Administration. 


should inelude direction 
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ExuHipsir XIX 


VETERANS ADMINISTRATION 
MEDICAL PROGRAM 


Proposed Plan of Organization 


HOSPITAL AND CLINIC OPERATIONS 
April 1952 


ASSISTANT CHIEF 
MEDICAL DIRECTOR 
FOR OPERATIONS 


DIRECTOR OF 
HOSPITALS AND 
CLINICS 


HOSPITAL AND CLINIC 
OPERATIONS STAFF 
CHIEF 


MEDICAL CENTERS 
MANAGERS 





(7) Effectuate established policies governing contract hospitaliza- 
tion and fee-basis care. 

To help him carry out his broad responsibilities, the Director of 
Hospitals and Clinics should have an operations staff in his immedi- 
ate office. 

(1) Hospital and clinic operations staff—Administration of hos- 
pitals and clinies involves conformance to the many laws and regu- 
lations governing not only veterans care and services, but also many 
other details of administration, and the provision of sound manage- 
ment direction and control. The problem in either case is to obtain 
necessary uniformity of practice and consistent quality of perform- 
ance throughout a national system currently operating out of some 
22) principal locations. 

The Director of Hospitals and Clinies will receive valuable, special- 
ized help from the operating staff services on many aspects of admin- 
istration. Nevertheless, in order to coordinate administrative direc- 
tion and to provide for certain administrative functions peculiar to 
hospital and clinic operation, he should have an operations staff of 
as own, with the following specific duties. 

. Interpretation of policy for the guidance and appraisal of ad- 
mint ative work throughout the hospital and clinic organizations. 

Audit of ope rations for conformance to law, regulation, and 
ste eae operating policy and practice throughout the hospital and 
clinic organizations. 

3. Provision of specialized staff help for field administrative 
operations. 

4. Coordination of case finding programs, services to members of 
United States and foreign armed forces, administrative training and 
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development programs, and the handling of special admissions prob- 
lems. 

5. Development of standard operating policies and practices for 
registrars, for out-patient administrative functions and for contract 
hospitalization and fee-basis care. 

6. Comparison, coordination, and appraisal of the plans and per- 
formance of medical centers. 

The foregoing duties are recognizable as most of those assigned in 
the present department to the Hospital Administration Division, Hos- 
pital Operations Service, and to the Field and Central Office Opera- 
tions Divisions, Out-Patient Service. 

The case findmg and registry work, assigned to the propose < opera- 
tions staff, is now done in the Research and Education Service and in 
the Tuberculosis Service. It is a medical administrative function, 
even though serving professional purposes. Since the work itself is 
statistical and operational in nature and requires coordination of all 
hospitals and clinics, it should be transferred to this sti aff. So, also, 
should the scheduling and administration of operating groups serv- 
ing system-wide needs, of which the only significant instance today isa 
flying squadron of 11 pharmacists who substitute for regular sain mia- 
cists on leave at individual stations. 

The operations staff should furnish effective liaison between field 
stations and central office on all things administrative. It should fur 
nish clear, authoritative and rapid answers to field inquiries and 
problems. 

It should be in constant contact with the management and admin- 
istrative staffs at medical centers and with the operating management 
and staff at central office. It should work with the executive oflicer 
on coordination of programs and relations with Federal agencies. 

This staff should administer executive development programs for 
hospital and clinic management. Candidates for managers, chief 
medical officers and key administrators at stations and centers should 
be identified, their training planned and their progress followed. 

The staff should contain, under a chief, (1) an Administrative Man- 
agement Section concerned primarily with formulating policy and 
standards governing eligibility, authorization of benefits, disposition 
of patients, and fee-basis and contract hospital care; (2) a Central 
Office Operations Section handling case finding and ancial admissions 
problems, including liaison with armed forces; and (3) a Field 
Operations Section consisting of four liaison officers, each covering a 
veographic jurisdiction cor responding to those assigned to classifica 
tion analysts in Personnel Service. 


Medical centers 


It is proposed that there be established 20 medical centers, each of 
which should have operating responsibility and authority, within 
soundly established limits, over the operation of hospitals and clinic 
in an assigned, geographic area. 

Exhibit XX maps the locations and jurisdictions of the proposed 
medical centers and shows distribution thereto of the 174 Veterans 
Administration hospitals authorized under the current construction 
program. 

The criteria which led to the proposal that there be 20 of these 
medical centers were selected specifically to permit of achieving one 
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paramount benefit—the establishment of an echelon of medical man- 
agement which would be close enough to the actual point at which 
medical care is rendered to veterans to develop a fully effective, closely 
integrated and well-rounded medical program soundly and firmly 
built around a well- recognized medical community. Pursuant to 
that objective, the criteria were : 

(1) An area small enough, and offering travel facilities convenient. 
enough, to facilitate ready, personal communication, and to make 
it feasible to expect consultants in private practice to visit all Veterans 
Administration medical installations often and long enough to be 
really helpful. 

(2) A number of hospitals and clinies large enough to justify co- 
ordination by a full-time management staff, yet small et nough to 
permit that management to know intimately, and to be in constant 
personal contact with, the conditions, needs, problems, and staff of 
each hospital and clinic. 

(3) The existence of a well-defined medical community, such as to 
permit not only of one man thoroughly familiarizing himself one 
all the leading professional groups and individuals, all of the medica 
facilities and capacities and all of the local conditions and needs in 
that community, but also of his achieving close and productive 
coordination and cooperation therein. 

(4) The availability of first-class medical education, with par- 
ticular attention to existing or potential relations between Veterans 
Administration hospitals and clinics and schools of medicine, den- 
tistry, nursing and other appropriate professional or technical work. 

(5) Reasonably well-balanced distribution of existing and potential 
in-patient and out-patient load, as indicated by distribution of veteran 
population and present patient loads. 

(6) Reasonably well-balanced distribution of existing and planned 

capacity of Veterans Administration facilities by both number and 
type of beds. 

(7) Normal trading areas, or gravitation of population to geo- 
graphic focal points, forming regions from which each hospital or 
clinic normally would draw its patient load. 

How the proposed 20 medical centers measure up to such of those 
criteria as can be quantitatively measured is shown in appendixes 
to this report. Since Veterans Administration’s existing and author- 
ized hospital system has been established without benefit of com- 
parable criteria, its proposed distribution to centers represents a 
series of reasonable compromises. The end result meets all criteria 
in combination, as well as can be achieved at present. It presents a 
real opportunity for planning and action leading to better balance 
in the future. 

The aim should be ultimately to make each center capable of pro- 
viding adequately, at minimum capital and operating cost, for the 
normal medical needs of entitled veterans in its area. 

Exhibit XXI depicts the proposed organizational structure and 
assignment of functions within a typical medical center. It has eight. 
principal components. 

(1) Center medical advisory group—The proposed plan of organ- 
ization of a medical center includes a medical advisory group, com- 
posed of representatives of each deans committee or medical advisory 
group affiliated with Veterans Administration hospitals within the 
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EXHIBIT XXI 








VETERANS ADMINISTRATION 
MEDICAL PROGRAM 


Proposed Plan of Organization 
TYPICAL MEDICAL CENTER 





jurisdiction of the center it serves. Members should be nominated 
by their respective committee or group and appointed by the director 
of hospitals and clinics with the appropriate center manager's 
concurrence. 

The successful establishment of such a group is deemed essential to 
continued improvement, increased appropriateness and better plan- 
ning and direction in medical care to veterans. Achieving those ends 
should be each group’s mission. 

Like the special Medical advisory group in central office, this group 
should organize and operate its own affairs. It should conduct. its 
business with Veterans Administration in accordance with the prin- 
ciples enunciated in 1946 and prevously quoted in this volume. Its 
specific functions should be to: 

Plan and help inaugurate an integrated, area-wide program of 
professions al education, training, and research. 

2. Nominate qualified consultants to the medical center. 

3. Nominate members of advisory groups to hospitals or clinics 
unafliliated with deans committees. 

4. Counsel on selection of managers, chiefs of professional services, 
and chiefs of services. 

Counsel on selection of contract hospitals and fee-basis practi- 
tioners. 

Advise on policy, standards, performances, and other pertinent 
matters. 

There should be full and open interchange of information, views, 
and assistance between the group and the center manager. The more 
the group contributes to policy formulation and planning, and the 
more successful it is in helping to gain support and acceptance for the 
Veterans Administration program from schools, professional associa- 
tions, institutions, and individual practitioners throughout the area 
the greater are likely to be the combined benefit to veterans, to 
Veterans Administration, to the medical profession and to the public. 

The center medical advisory group should form a direct link between 
the agency's top special medical advisor y group and the medical com- 
munities surrounding the medical center. ‘There should be a continu- 
ing flow of inform: ation and contact between the two advisor vy levels; 
the deliberations and conclusions of the top group can well be enriched 
and strengthened by the contributions of those who are in daily touch 
with conditions in the field. 
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(2) Medical center management.—The manager of a medical cen- 
ter should be an operating officer responsible for direction of the hos- 
pital and clinic program in the assigned area. Through the man- 
agers of medical centers the Chief Medical Director will be in a posi- 
tion of fulfill effectively his responsibility for management of the 
medical program. These centers will provide the administrative 
ability required in the field for sound management of the medical 
program. 

The manager of a medical center should be appointed by the Assist- 
ant Chief Medical Director for Operations with the approval of the 
Chief Medical Director. Appointments should be made from a list 
of candidates who have been found to be eligible and qualified for 
appointment by the Chief Medical Director’s selection committee. 

The selection committee should consist of not less than three and 
not more than five members appointed by the Chief Medical Director 
and responsible to him, Provision should be made for suitable al- 
ternate members ne for periodic rotation of membership. The com- 
mittee should compile its list of eligible and qualified candidates for 
center, hospital, and home managerships from nominations submitted 
by the Director of Hospitals and Clinies. 

The specific functions of the manager of a medical center should 
be to: 

Plan the medical program for his area and direct the approved 
program. 

Provide for higher attainable levels of medical care, education, 
research, and administration in his area, and furnish help and guid- 
ance to stations for those ends. 

3. Maintain sound area-wide balance in budgeting, allocating, and 
transferring of funds: in provision of staff, facilities, equipment, and 
supplies; and in distribution of patient load. 

$. Coordinate interstation programs and actions. 

5. Maintain effective working relations with canteen, vocational 
guidance, and veterans service activities and with homes and other 
Veterans Administration operations within his area. 

Negotiate hospitalization contracts and fee-basis care agreements. 

7. Maintain area-wide community relations for the medical pro- 
gram, 

The center manager should develop complete data concerning the 
medical resources of the assigned area and should apply this knowl- 
edge in the planning and direction of medical care to veterans. 

Using fee-basis, home-town care and contract hospitalization to 
best advantage for quality of care, convenience to the veteran and 
economy to the Government should be a primary duty of the center 
manager. He should make full use of his advisory group’s help in 
this endeavor. 

In his relations with hospital and clinic management, the center 
manager should scrupulously observe sound management principles. 
Once objectives, policies and programs have been established and 
standards of performance have been developed for any given period, 
he should continuously appraise results and develop corrective courses 
of action for out-of-line situations with the local station manager. 
Within the requirements and limits established, he should delegate 
station management to station managers. 
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In order to assure himself of results, the center manager should 
have both professional and administrative assistance. 

(3) Medical center consultants —The plan provides that Veterans 
Administration work in a direction leading to the point where it will 
depend almost wholly on fee-basis consultants for stimulation, evalu- 
ation, and counseling in professional work by center management. 

One or more center consultants should represent each of the medical, 
dental, and other specialties of major importance to the medical pro- 
gram within a center area. They should regularly visit hospitals and 
clinies to observe, advise, assist, and evaluate practice there. They 
should report conditions and needs at each station to center manage- 
ment. Their specific duties should be to: 

Evaluate performance of designated professional specialties in 
hospitals and clinics. 

Counsel on nomination of consultants to hospitals or clinics 
unaffiliated with deans comittees. 

Advise on specialized medical problems so as to help improve 
care to veterans. 

Assist in teaching and research or render care to patients on 
authorized request. 

In the words of one of Veterans Administration’s present area 
medical directors, unless a man “can be received by his opposite num- 
ber in the hospital at least as an equal, it is a waste of time and money 
to send him there.” Center consultants should, therefore, be men of 
recognized standing in their specialties, preferably teachers thereof, 
and certainly outstandingly able practitioners in the branch of the 
art they represent. 

Center consultants should be appointed by the Director of Hospitals 
and Clinies with the counsel of the chief consultant in the appropriate 
specialty, after nomination by the center medical advisory group with 
the concurrence of the center manager. 

The adoption of this proposal should assure good direction and 
coordination of professional activities in the field which cannot be 
provided effectively from Washington or from the present area offices. 

(4) Medical center prof ssional services——Each medical center 
should contain a chief of professional services who should report to 
the center manager. He should be appointed by the center manager 
with the approval of the Director of Hospitals and Clinics and the 
renter medical advisory group’s advice. 

His principal responsibility should be the maintenance of produc- 
tive relations with center consultants and the planning and direction 
of their use to the best advantage of the medical program. His 
brie duties should be to: 

. Interpret professional policy, and, within prescribed limits, define 
area-wide professional policies. 

2. Guide and appraise professional work in the center area, and 
audit its conformance to policy. 

Administer schedules and travel of center consultants, and review 
their reports. 

4, Program center area recruitment, use, rating, and development 
of professional staff, 

5. Provide for operation of special programs or projects pursuant 
7 agency programs and of area-wide programs in hospitals and 
clinies. 
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6. Handle inquiries, complaints, reviews of medical accidents, and 
requests for specific assistance to other departments. 

7. Assist in medical center planning, and, as required, undertake 
other assignments. 

Among specific programs currently requiring interstation coordi- 
nating are (1) affiliated nursing training and arrangements, (2) the 
trainee and foster homes work of somal service, (3) work with the 
prosthetic appliances and sensory aids trade, and (4) the clinical 
psychology trainee project. 

Performance of the foregoing functions will require that the Chief 
of Professional Services have a thorough knowledge of the medical 
program in each hospital and clinic and that he exercise his best 
judgment on when and where to apply the center’s professional effort 
and manpower. 

He himself should handle matters of professional policy, referring 
to higher authority as need be. He should support and follow up 
performance of special programs throughout the area. Personnel 
administration of top-level professional staff in the area should have 
his active guidance. 

For most other purposes, the Chief of Professional Services should 
ultimately find center consultants sufficient. However, there may be 
specialties in which, for an indefinite interim period or for a specific, 
temporary purpose, it may not be possible to obtain qualified consult- 
ants able or willing to serve. 

In addition, central office authorities such as those in charge of 
dentistry, special services, nursing, social work, and dietetics feel the 
need of continuing to furnish full-time direction to their field counter- 
parts through an intermediate level of supervision. Behind this feel- 
ing appears to lie the conviction at the top that professional personnel 
in these services is not yet well enough established or competent enough 
to fulfill its responsibilities without close support and control. 

The proposed plan premises that local management and supervision 
will be authorized and competent to handle any professional or admin- 
istrative program falling within their scope, save only as they need 
specialized help on specific occasions. 

The manager of the medical center and his staff should interpret 
policy, furnish or obtain help as needed, and maintain established 
standards of performance. For those purposes, consultants should 
ordinarily and thoroughly suffice when supported by the experience 
and authority of the center manager. 

For a while, however, it may be more feasible to retain full-time staff 
in some centers and in some specialties, at least until the proposed 
medical centers are well established. Such staff of this kind as is 
furnished should report solely to the center’s Chief of Professional 
Services, whose objective is should be to build up station personnel 
to the point where full-time center staff is no longer essential on pro- 
fessional matters. 

(5) Medical center Budget and Finance Division—Each medical 
center should have a Budget and Finance Division, under a Chief who 
should be responsible for administration of financial control through- 
out the area. The center manager should appoint him on the approval 
of the Director of Hospitals and Clinics. His specifie duties should 
be to: 
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1. Coordinate budget preparation within medical center area, and 
prepare a consolidated budget for the medical center. 

2. Maintain budget and allotment accounts and records for the 
center, and prepare consolidated cost and finaneial statements and 
operating reports for the center area. . 

3. Advise on maintenance of sound area-wide balance in budgeting, 
allotment, and transfer of funds. 

4. Analyze stations’ fiscal performance, and propose improvements 
therein. 

5. Audit stations’ contract hospitalization and fee-basis accounts. 

He should assist the center manager in the review and reconcilia- 
tion of station’s-requests for funds to provide a justifiable, well-bal- 
anced budget for the center, in the allotment of appropriated funds 
to stations and in the evaluation of the program modifications which 
ordinarily will have to accompany this process. Working closely with 
and between the center manager and the managers and financial officers 
of stations, he can materially assist in achieving understanding and 
agreement on fiscal matters throughout the area. 

Thereafter, in the course of his routine accounting work, he should 
maintain accounts of the status of station funds. He should advise 
the center manager of impending overages or shortages in station 
program accounts in advance of the need for emergency action. He 
should be in a position to advise on the desirability of transferring 
funds among stations when and if that need arises. 

The plan provides for general auditing of accounts to be conducted 
by the Budget and Finance Department. However, because fee-basis 
and contract hospitalization transactions are in high volume and 
frequently involve questions of establishment and interpretation of 
fact best handled locally, provision has been made for preaudit of 
these accounts from the medical center. 

To handle consolidations, analyses and audits for from 6 to 11 
stations on a quarterly basis, the Chief of the Budget and Finance 
Division should normally have a staff of about four people, including 
a general accountant and a cost analyst and auditor. 

(6) Medical Center Administrative Division—Each medical center 
should have an administrative division, under a chief who should be 
responsible for administration of work improvement programs, office 
management practices, registrar and supply activities and records 
management and communications throughout the field stations of the 
area. The specific functions of the Division should be to: 

1. Interpret administrative policy, and guide and appraise the 
conduct of administrative work throughout the center area. 

2. Audit administrative activities for conformance to law, regula- 
tion, and standard operating policies and practices within the center 
area. 

3. Obtain specialized help on matters of supply, registrar, and 
clinie administration, and organization and methods as needed within 
the center area. 

1. Program area-wide recruitment use, rating, and development of 
administrative staff. 

5. Maintain the center’s records, and furnish its travel and other 
administrative services. 

6. Assist in medical center planning, and, as required, undertake 
other assignments. 
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The Division’s relations with the Hospital and Clinic Operations 
Staff and, through that channel, with specialists in supply and organ- 
ization and methods should be close. 

Most of the guidance and appraisal work should be undertaken 
personally by the Chief of the Administrative Division. This is a 
reasonable expectation in view of the relatively few locations that he 
will have to oversee. He should normally be assisted by a transporta- 
tion clerk and typing and filing help sufficient to meet the center's 
clerical requirements other than for accounting. He should be ap- 
pointed by the center manager with the approval of the director of 
hospitals and clinies. 

(7) Personnel officer—In addition to the Divisions provided above, 
the medical center organization should include a personnel officer, 
responsible for the administration of personnel policies and programs 
throughout the assigned area, including training programs for non- 
professional personnel, and for the selection and transfer of personnel 
among assigned stations to assure proper balance and effective utili- 
zation of available talent. He should be responsible for review of 
position descriptions and classifications submitted by field stations and 
for maintenance of required contacts and relations with representa- 
tives of the Civil Service Commission. He should work closely with 
personnel officers in field stations to assist them in the problems of 
personnel administration and should maintain close and frequent con- 
tact. with the director of personnel service of the department in de- 
veloping and implementing personnel programs and in inspecting 
personnel actions in field stations. 

(8) Engineering officer—The final position recommended for the 
medical center is that of engineering officer. He should be responsi- 
ble for administration of programs pertaining to the maintenance and 
operation of station facilities, safety and fire protection, and for 
maintenance of established standards and practices. He should pro- 
vide expert counsel and guidance to stations on engineering matters 
and should appraise for the center manager the adequacy of engineer 
ing programs developed by and for the stations. He should work 
closely with station engineers in the solution of engineering problems 
and with the director of engineering service of the department in the 
development and implementation of engineering programs. 

In some respects the proposed medical center resembles the area 
medical offices through which the present department maintains 
liaison with its hospitals and clinics. The medical center will, how 
ever, have a number of advantages not enjoyed by present area medica! 
offices. 

The six present area medical offices cover more territory and more 
stations than they can reasonably handle. Consultants are loath to 
travel the distances and to spend the time away from their practices 
required by this situation, Even a full-time field supervisor seldom 
manages to complete his assigned round of stations more than once 


a year. Supervision is accordingly superficial and inadequate and 7 


not productive of real assistance to field stations which is badly needed. 
The area medical office has never been granted clearly defined au- 


thority, even over the staff assigned to it. The power of decision has 7 
been almost completely a central office prerogative. This, combined | 
with the overextended territories covered, has prevented area medical | 
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offices from becoming as effective as they might have been as centers 
of medical direction. 

The area office has never been given clear responsibility for planning 
the nature and scope of the medical program, the type or number or 
location of its facilities, or its fiscal and staffing requirements and 
consequently does not perform these functions effectively. 

Professionally, the area office’s influence varies. It devotes most 
attention to the so-called nonteaching hospitals. Deans committees 
and hospital management of teac hing hospitals prefer to and do deal 
directly with central office. They are loath to accept area staff and 
consultants as “supervisors” of their programs. In nonteaching hos- 
pitals, professional direction from area office is generally better ac- 
cepted and more effective. There have been instances where, largely 
because of lack of time and again lack of clear responsibility, regional 
office clinics have received too little professional direction from area 
offices. 

This distinction between stations in their relations with medical 
management tends to intensify a condition which urgently needs ame- 
liorating—an unfortunate disparity in quality of staff and of medical 

care grading downward, with few exceptions, from those hospitals 
which are affiliated in a teaching program with medical schools, 
through those which are not, to the aver age regional office clinic. 

Maintaining necessary control over quality, quantity and cost of 
fee-basis medical and dental care for out- -patients is a major problem. 
Requests for payment for unauthorized care run in high volume. 

Veterans Administration medical authorities agree that the present 
attempt to control fee-basis care through paper work is in: idequate at 
best. They feel that the most practical answer to the fee-basis prob- 
lem is careful selection, thorough education in Veterans Administra- 
tion practices, and adequate screening of participating practitioners. 
Neither the time nor the opportunity to do this is afforded in the pres- 
ent organization. 

The first steps proposed for remedying these conditions have been 
the establishment of the Chief Medical Director's full authori ity over 
hospitals and clinics and the further allocation of specific operational 

responsibility to operating officers at central office. The next neces- 
sary step is the establishment of the proposed system of medical 
centers. 

To continue the attempt to direct Veterans Administration’s far- 
flung hospital and clinic system from Washington, even under full 
departmental authority, would perpetuate most of the disadvantages 
of absentee management which underlie the problems just discussed. 
Management by paper work would continue. Today, the depart- 
ment’s central office receives over 150,000 field reports annually, many 
of which set off lengthy exchanges of long-distance correspondence 
about things which could have been settled on the spot by any reason- 
ably compe etent officer with the : authority to make decisions. 

The foregoing conditions emphasize the need for an intermediate 
level of authoritative medical management between central office and 
the field. The criteria which led to the proposal that there be 20 
medical centers were developed specifically to provide for maximum 
benefits in establishing it. 
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Within each closely knit center area, there will be ample opportunity 
to shape the nature and scope of the medical program to veterans’ 
actual needs; to plan and develop staff and facilities soundly balanced 
to meet needs; to take best advantage of community resources; to 
distribute and exchange patients, staff, equipment, and supplies for 
best results; to coordinate programs and to adjust them readily to 
change; and to exercise necessary administrative direction and control 
on an executive management basis rather than on a clerical basis. 

The objective and ultimate effect of all this effort should be the 
improvement of professional service and administrative management 
in hospitals and clinics, which are discussed in the remainder of this 
chapter. 

3. Hospitals 

Exhibit XXII charts the proposed organization structure for a 
large Veterans Administration general hospital. The structure in- 
corporates the following 24 proposed changes in this agency’s present, 
official organization plan. 

(1) Retain deans committee affiliations and furnish medical ad- 
visory groups to unaffiliated hospitals —Deans committees, appointed 
as at present and functioning in accordance with the basic policies 
established in 1946, should be retained or established wherever ac- 
credited residencies are set up. 

The ideal would be to have every hospital a “teaching” hospital. 
The fact is that most so-called nonteaching hospitals carry on some 
sort of educational program now, even though lacking accredited 
residencies. Moreover, it should be possible under center management 
to extend existing teaching programs to more hospitals or to establish 
new programs where none now exist. 

Whether or not it will ultimately be possible to establish and fill 
residencies in every hospital, every hospital manager should have the 
advantage of organized outside guidance and help. It is proposed 
that medical advisory groups be siete to serve this end at Veterans 
Administration hospitals not affiliated with medical schools. 

A medical advisory group in a hospital should have duties and rela- 
tions with Veterans Administration similar to those of a deans com- 
mittee, lacking only the supervision of residency programs. Its mem- 
bers should be appointed by the manager of the medical center on the 
advice of his advisory group, the approval of the Director of Hospitals 
and Clinics and the concurrence of the hospital manager. Specifi- 
cally, it should perform the following functions: 

1. Plan and direct professional education and training, and stimu- 
late and evaluate research. 

2. Nominate qualified consultants for hospital appointment. 

3. Counsel on appointment and tenure of hospital professional 
staff. 

4. Advise on policy, standards, performance, and other pertinent 
matters. 

(2) Establish the manager in full authority over hospital opera- 
tion, and constitute him its administrative head.—As the discussion 
of medical center management points out, the ability to manage med- 
ical affairs rather than to practice medicine is called for in the admin- 
istration of the medical program. It is proposed that this require- 
ment be recognized in hospitals by delegating full operating authority 
to managers thereof and by holding them fully responsible for ade- 
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quate hospital administration. Accordingly, the manager should 
have the following responsibilties: 

1. Plan the hospital program and direct its approved programs. 

2. Provide for highest attainable levels of medical care, education, 
research, and administration, and furnish resources in support thereof. 

3. Maintain sound balance within the hospital in (1) budgeting, 
allocating, and transferring of funds; (2) use of staff facilities, sup- 
plies, and equipment; and (3) distribution of patient load. 

4. Coordinate intrastation programs and actions. 

5. Coordinate canteen, vocational guidance, and veterans service 
activities with the hospital program, “and provide for service to be 
rendered as needed to homes and to other Veterans Administration 
programs. 

Provide for contract hospitalization and fee-basis care in a desig- 
nated area 
Maintain local community relations for the medical program. 

The hospital manager’s position is one of paramount importance 
to the suecessful administration of the medical program and to the 
maintenance of sound public and professional relations for the pro- 
gram. Hence, the appointment of hospital managers should be made 
with extreme care and should be given top-level attention. It is rec- 
ommended that hospital managers be appointed by the same pro- 
cedure as that used for appointing managers of medical centers. 

This will entail original nomination of candidates by center man- 
agers, the nominations to be confirmed by the Director of Hospitals 
and Clinies. 

The Chief Medical Director's selection committee should establish 
the qualifications of nominees and should formulate a list of eligible 
candidates. 

Appointments should be made from the list of eligible candidates 
by the Assistant Chief Medical Director for Operations, with the 
Chief Medical Director’s approval, after due consultation with the 
appropriate center manager and with the Director of Hospitals and 
Clinics. 

(3) Eliminate the position of assistant manager—As was pointed 
out in the description of the present hospital organization, assistant 
managers are, in effect, administrative staff employees with varying 
degrees of influence and scope of activity. In almost all cases, he 
loes not participate in nor is he responsible for important management 
decisions. In the majority of hospitals visited during this survey, he 
has been definitely second in importance, in management rank, to the 
chief of professional services. 

When, as recommended, the manager is placed in direct charge of 
hospital administration and the responsibilities of hospital staff posi- 
tions are clarified, sound organization will not justify the presence 
of a position standing in 1 line authority between the manager and 
his divisional chiefs. 

However, it may still be necessary or desirable to retain in some 
hospitals an administrative assistant to the manager who should be 
used primarily as a coordinator of administrative functions and as a 
monitor of conformance to law, regulation, and mandatory procedure 
throughout the hospital. A position of this kind may be found partic- 
ularly, useful in larger hospitals and in those hospitals which, at 
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present and for some time to come, may have managers who need such 
administrative support. 

In addition, development of future hospital managers may be facili- 
tated by providing for a few of these administrative assistants’ 
positions in the Veterans Administration hospital system. Used as 
training grounds for managerships, they can open the door to the 
development of lay managers without closing it, as the present organi- 
zational structure tends to do, to the development of professional staff 
members toward hospital managership. 

(4) Combine budget and finance functions under one direction.— 
To replace the assistant manager as the principal aid to the manager 
on fiscal affairs, the plan proposes that there be established the position 
of chief of the Budget and Finance Division, who should have the 
following responsibilities : 

Coordinate budget preparation. 
Maintain hospital financial accounts. 

3. fPespene financial and cost statements and operating reports. 

+. Analyze operating results and propose improvements. 

5. Control station funds and petty cash. 

This recommendation is in accordance with, and is made for the 
some basic reasons which have led to, similar combination of these 
closely related functions throughout the agency. 

This division should be responsible for ail accounting work in- 
cluding that now done in engineering, supply, dietics, and various 
other services and should provide those divisions with such reports 
as they need. Economy and more accurate and consistent controls 

can be thus achieved. 

(5) Assign all equipment upkeep to the Engineering Division — 
The Engineering Division should retain its present responsibility for 
utilities, laundry, grounds keeping, maintenance and repair of plant 
and equipment, operation and repair of automobiles, and protection. 
In addition, it should take over from the Supply Division responsibil- 
ity for maintenance of portable equipment. 

The assignment of repair and maintenance to Engineering if the 
equipment is bolted down and to Supply if it is not reflects accounting 
convenience rather than functional logic. Engineering is better 
equipped than Supply to inspect and maintain equipment and should 
handle all of this work in the hospital. 

Responsibility for general housekeeping has been left with the 
Engineering Division under the proposed organization plan prin- 
cipally because to establish general housekeeping as a separate unit 
of organization would add an additional officer reporting directly 
to the manager, 

A third alternative would place general housekeeping within the 
jurisdiction of the Nursing Service. This would place an additional 
administrative burden on what is fundamentally a professional 
service. 

It is recognized that in voluntary hospitals practice varies with 
respect to organizational assignment of the general housekeeping 
function. It is hoped that the problems now arising from retention 
of this function in the Engineering Division in Veterans Adminis- 
tration hospitals will be solved with the transfer of authority over 
engineering activities to the Department of Medicine and Surgery. 
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This situation should be reviewed after the proposed plan of organi- 
zation has been tested in operation, and appropriate changes should 
be made with respect to the general housekeeping function as required. 
(6) Consolidate supply funetions in the Supply Division —The 
a Division should continue to order or buy, receive, store, and 
disburse supplies and equipment for the hospital. 

The sole exception to this rule should be made for the storage and 
disbursement of subsistence items, which are in such volume and which 
are so essential to sound control of food preparation and service that 
they should be directly under Dietetic Service’s jurisdiction. 

The Supply Division, however, should take over the receipt, storage 
and disbursement of forms and publications which are now handled 
by the Communications and Records Division. The function is one 
of straightforward inventory control and custody which will fit in 
naturally with the Supply Division’s work. 

(7) Consolidate wale al records and office services in the Registrar 
Division —The Registrar Division should continue to be the hospital’s 
primary source of administrative services and the custodian of its 
basic records. As such, it should continue to administer admissions 
and dispositions procedures, to maintain medical and general records 
and prepare reports thereon and to furnish general office services to 
the hospital. 

The foregoing functions should be enhanced in two ways. First, the 
custody of inac tive medical records should be officially returned to the 
Registrar Division. This will reconsolidate medical records, which is 
x logical move. More than that, it will serve a real need. “Inactive” 
records are far from inactive, particularly in teaching hospitals where 
they are in constant demand for research and educational purposes. 
In every hospital there are frequent readmissions which result in calls 
for patients’ previous records. Where custody of inactive records 
has actually been turned over to the Communications and Records 
Division, as prescribed, much inconvenience has resulted. Many hos- 
pitals have only gone through the motions of transfer. The Registrar 
Division personnel, familiar with the records, continues to do the work 
even though the records are located in the Communications and Re- 
cords Division. Other hospitals have never made the specified change 
because of the inconvenience it would cause them. 

Second, the provision of communications service—mail, messenger, 
switchboard, travel, and other similar services—should be taken over 
by the Registrar Division. The functions in themselves are not sig- 
nificant enough to rate divisional status; in most hospitals, they are 
assigned to clerks who do not receive adequate supervision from the 
assistant manager who is officially responsible for them. With the 
elimination of the assistant manager position, these functions would 
not get even the cursory supervision which they now most. often re- 

ceive. Their incorporation with the Registrar ‘Division will be in a 
logical consolidation of office service functions. This is particularly 
true of travel, which is 90 percent a direct concern of the Registrar 
Division now, and which almost invariably is physically loc ated in or 
next to the Registrar Division in the hospital. 

The recommended moves will established the Registrar Division as 
the sole provider of general office services for the hospital. The only 
situations which might be regarded as major exceptions to this rule 
should occur in ward administration and in outpatient administration. 
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These functions are dealt with further in subsequent discussions of the 
Nwoy Service and the Outpatient Service in this chapter section. 
Eliminate the Communications and Records Division—With 
in scilanaiet of forms and publications control to the Supply Divi- 
sion and of office services and records to the Registrar Division, the 
Communications and Records Division should be abolished. 
(9) Establish authority to classify positions in the Personnel Divi- 
sion.—Perhaps more than any other single provision of the proposed 
plan, this recommendation symbolizes the new position of responsi- 
bility and authority envisioned for the hospital manager. 

In place of the present system, wherein classifications can be 
established only by central office personnel authorities, it is proposed 
that the hospital’s Chief of Personnel Division be empowered to 
develop position descriptions and establish classifications thereon 
for the hospital manager’s approval in conformance to law and regu- 
lation. His actions, of course, should be subject to review and audit 
by the medical center and central office classification specialists as 
well as by regional representatives of the Civil Service Commission. 

In addition to this new function, the Personnel Division should 
continue to carry on its work of recruitment and placement, traming 
and performance rating coordination, procedures processing and rec- 
ords administration. 

(10) Reassign contact service in hospitals to veterans’ service centers 
and regional offices —The recent move which made contact representa- 
tives organizationally part of the hospitals 1 in which they are stationed 
to give patients the usual veterans’ advisory services should be re- 
scinded. First, it placed, under the direction of one program, a service 
which should be independent of all programs. Second, its effect is 
further, and unnecessarily, to burden hospital management with di- 
rection of a service which has long been satisfactor ily furnished to it 
on demand. It is proposed that the Veterans Service Department, 
through its centers and regional offices, furnish contact service to 
hospitals along the lines formerly followed. 

(11) Place ‘Dietetic Service direc ‘tly under the hospital manager's 
supervision and give it full control of its own supplies —The alee 
sional standing which the Dietetic Service has achieved should con- 
tinue to be fully recognized in the hospitals. The plan provides that 
the service retain the educational, diet therapy and nutritional training 
work it now performs. 

It is, however, carrying purism to far to have the Dietetic Service 
report to the Chief of Professional Services in order to underscore its 
professional position. What the doctor mainly wants from the 
dietitian is food which will best contribute to the recovery of patients. 
This he can, and does, obtain on demand through establishing stand- 
ards and writing prescriptions. 

Similarly, he can call for the dietetic therapy and nutritional train- 
ing services as he needs them. 

On the other hand, the Dietetic Service is of paramount importance 
to successful hospital administration. Subsistence is furnished to 
both patients and staff by the Dietetic Service; the funds it obligates 
for food alone account for about 15 percent of the average hospital’s 
total budget; and it employs from 15 to 25 percent of a hospital’s per- 
sonnel, depending on the type of Sooke Only a handful of its 
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staff is professional; 95 percent or more are kitchen and food service 
workers. 

Dietetic operations are preponderantly administrative in nature 
and should, therefore, be a direct responsibility of the hospital 
manager. 

In fact, in Veterans Administration today, few chiefs of professional 
services exercise direction and supervision over administration of 
Dietetic Service. This is provided by the manager or in some few 
cases by the assistant manager in practice. 

In line with other recommendations designed to strengthen hospital 
management, the plan therefore proposes that the Dietetic Service 
report directly to the hospital manager. 

To further strengthen administration and to achieve clear accounta- 
bility for performance, the plan provides also that custody and control 
of subsistence stocks now assigned to the Supply Division be trans- 
ferred to the Dietetic Service. This will place full responsibility on 
the Dietetic Service for the adequate management of its affairs and 
will eliminate a source of unnecessary duplication of work and small 
annoyances. 

(12) Divorce the canteen from hospital management ; require it to 
furnish a satisfactory demand service—Not only in law, but also in 
practice, the Veterans Canteen Service is an organizational entity. 
Canteen managers actually report to canteen field directors. Their 
“administrative” reporting relationship to hospital managers through 
the Chief of Special Services amounts to no more than the normal 
conformance to station regulations and standards of sanitation and 
service which should be observed by any organization occupying the 
premises on a service basis. 

That the canteen’s position in a hospital is that of a concessionaire 
is made clear by Public Law 636, which provides that canteen service 
be established “where deemed necessary and practicable.” 

Under those circumstances, there is no organizational reason for 
making the operating direction of this business enterprise a part of 
hospital management. The hospital manager should establish the 
kind, amount, and quality of service he desires, and the Canteen 
Service should be responsible for providing the service and administer- 
ing the activities required to provide it. 

(13) Metain and strengthen the position of Chief of Professional 
Services —The proposed plan of hospital organization provides for 
retention of the position of Chief of Professional Services. He should 
be responsible for: 

1. Planning the medical program and directing the approved 
program. 

2 Coordinating ancillary Ss with clinical practice. 

Providing services, funds, facilities, and coordination necessary 
to the effective conduct of teaching and research programs. 

4. Working closely with the deans committee or medical advisory 
group for the improvement of care given to veterans. 

5. Establishing, within prescribed limits, the hospital’s policies 
and standard practices in professional activities, and obtaining con- 
formance thereto. 

Coordinating clinical practice, and conducting major clinical 
conferences. 
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8. Providing for adequate administrative services required for 
effective professional service. 

Under the proposed plan the hospital manager is responsible for 
over-all management of the hospital and for direction of its major 
The Chief of Professional Services is primarily respon- 
sible to the manager for the professional care of er This dis- 


functions. 


tinction in responsibilities i is not always clear toc 


fully accepted. This clarification, provided by the proposed plan, 


will stabilize 


specialt ies, 


ay nor is it always 


and formalize the relationship between the manager and 
the Chief of Professional Services and will clarify the working rela- 
tions of the professional staff. 

(14) Retain the use of consultants—The proposed plan provides 
for the continued use of outside consulting services in both teachine 
and nonteaching hospitals. In teaching hospitals, consultants (and 
uttendings) should continue to be nominated by the deans committee 
and appointed by the manager. Their functions should be to: 

Advise on and 


assist in clinical and research work in their 


Instruct residents, angl lecture, demonstrate before, make ward 
rounds with, and confer with staff. 
Render care to patients on authorized request. 

‘sy nonteaching hospitals, consultants should be nominated by the 
hospital’s medic al advisory group, after consultation with the appro- 
priate medical center consultant, for appointment by the hospital 
Except as to formal instruction of residents, consultants 
to nonteaching hospitals should function like those in teaching 


manager. 


hospitals. 


This provision will serve to preserve and enhance the stimulating 
influence of outside consulting service which has already contributed 
signally to the improvement in medical care to veter ans over the years. 

(15) Preserve the organiz ation of profe ssional services by spec “ialty, 
and prov vide for sound worki ng re lations among them—The IE in pro- 
vides that professional and ancillary services essential to the clinical 
practice of medicine continue to be organizationally within the juris- 


diction of 


the Chief 


hibit NXIT. 
Each of these services, in its professional capacity, should continue 
to be responsible for 


of Professional Services. as charted on ex- 


care of patients and for pene for education 
and research in its specialty or specialties. I 


ence, the plan provides 


that the Neuropsychiatric Service continue to direct mental hygiene 
work and that the Medical and Surgical Services continue to have 
jurisdiction over such subspecialties as properly fall within their re- 
spective spheres. 

It should be the duty of the Chief of Professional Services to estab- 
lish and maintain proper working relations among professional and 
ancillary services wherever collaboration among them is essential to 
patient care, education, or research. It should be his responsibility 
to furnish leadership in developing the teamwork which is so essential] 
to effective hospital operation, wherein representatives of several 


autonomous services work together 


as a unit wherever and whenever 
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they are associated on wards, in clinics, in conferences, and in the daily 
interchange of services. 

(16) Assign special-purpose activities to appropriate established 
services.—Many special-purpose laboratories and clinics are located 
in Veterans Administration hospitals. Some serve on an area-wide 
or national scale and have been established for that purpose as parts 
of broad programs instituted by central office. In some instances, 
their presence has raised questions of jurisdiction and has led to un- 
necessary duplication of skills, facilities, and space. 

It is proposed that, wherever special-purpose facilities are located, 
they be assigned to the appropriate established service in that loca- 
tion. Suitable combinations might be: 

Dental service: Area dental laboratories. 

Surgical service: Orthopedic brace shops, amputee centers, ortho- 
pedic prosthetic appliance teams, plastic eye, and cosmetic restora- 
tion clinies. 

Neuropsychiatric service: Aphasia centers, chronic catatonic cen- 
ters, epilepsy centers, lobotomy centers. 

Pathology service: Area reference laboratories. 

Radiology service: Radium therapy. 

Physic al medicine and rehabilitation service : Audiology and speech 
correction clinics, blind retraining centers, paraplegia centers. 

Some of the foregoing special-purpose work in some respects in- 
volves two or more established services. For these and similar situa- 
tions, an alternative could be their assignment to outpatient service 
where a sizable outpatient clinic is located in the hospital or is organi- 
zationally attached to it. 

Newly initiated, experimental programs may be expected to con- 
tinue to receive direction from central office for an interim period 
before being assigned to field direction. Such is currently the case 
with the radioisotope laboratories. 

(17) Make special services directly responsible to the Chief of 

-rofessional Services.—According to its official objective as stated in 
its manual, special services exists “to help the veteran patient get 
well.” The therapeutic value of recreation, volunteer service, the 
chaplaincy and library service is stressed throughout special services 
policy statements as the only valid reason for furnishing those serv- 
ices in hospitals. 

That being the case, it is deemed that the place for special services 
is with other medical services ancillary to clinical practice, under the 
direct jurisdiction of the Chief of Professional Services. 

(18) Obtain vocational guidance through independent consulting 
services.—V ocational guidance is one element of rehabilitation which 
needs, and can be given, fundamental reorientation now. Since June 
1950, when it was placed under hospital management, this function 
has steadily deteriorated to the point where its personnel is discour- 
aged and frustrated, its usefulness is limited or nonexistent and its 
professional independence and standing are almost completely sub- 
merged. 

Subjugating vocational guidance to medical direction was the move 
which led to this situation. The two points of view are diametrically 
opposed. ‘The fact is that few physicians have evidenced understand- 
ing of, and still fewer have shown sympathy with, the practical prob- 
lems and the pragmatic techniques z job guidance and placement. 
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Where physicians, social workers, and clinical psychologists have 
dominated it, vocational guidance has had little chance for effec- 
tiveness. 

On matters of job selection, physicians and placement men should 
work as equals. The physician should establish medical feasibility 
for the work; the placement man should find the job at which the 
patient has the best chance to earn a living. The objective should be 
to get the results to coincide. Neither can soundly dominate. 

Vocational training is not legally within the scope of the medical 
program; hence, the “hospital’s efforts in this respect can be carried 
only to the point of establishing, through sound advisement, reason- 
able employment objectives for “the patient. 

For this purpose, it is proposed that a qualified specialist in voca- 
tional guidance be brought into Veterans Administration hospitals 
as a consultant. He should sit on the Medical Rehabilitation Board, 
which determines the procedure to be adopted for individual patients. 
Under his direction, vocational guidance can be furnished where 
needed. 

Where service connection exists, guidance and subsequent train- 
ing should be obtained from the Vocational Rehabilitation and Edu- 
cation Department. For other cases, municipal or State agencies 
are usually available and should be called upon for assistance. 

(19) Place admissions under effective control of admissions offi- 
cers.—Large hospitals with rapid turn-over of patients run into dif- 
ficulties when the registrar calls in a patient from the waiting list to 
take the same bed which the admissions officer has assigned to an emer- 
gene y case. 

The problem is handled now through continual interchange of 
information, but this method is time consuming and subject to frequent 
errors, with undesirable effect on public and patient relations. 

It is proposed that waiting-list compilation and bed-census work 
remain with the registrar but that selection of call-ins from waiting 
lists be the responsibility of the admissions officer. This will require 
careful direction by the hospital manager to assure that admissions 
are handled equitably and in accordance with established policy. 

(20) Add direction of ward secretarial work to nursing jurisdic- 
sit —The ward supervisor of the nursing service is the captain of a 
team which, under doctors’ orders, furnishes care to patients and ad- 
ministers all aspects of ward operation. Professional and practical 
nurses, attendants, matrons, aides and janitors on ward, all of whom 
are part of the nursing service, report to her. 

Ward secretaries also form an integral part of ward operation and, 
in effect, work for the ward supervisor. 

Largely because they deal with various procedures affecting the 
registrar's work, ward secretaries now report to the Registrar Divi- 
sion. The organizational reality rather than the procedural tie-in 
should prevail, and ward secretaries should be made part of the 
nursing service. This move will serve to clarify a situation which 
now results in the ward secretaries being subject to conflicting 
demands from doctors, nurses, and the registrar. It will facilitate 
the work of the ward secretaries, improve the service and reduce the 
heavy burden of coordination which now falls on the nursing service 
and requires a great amount of time and attention. 
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The proposed move will also serve to round out the administrative 
jurisdiction of the nursing service, which should continue to be respon- 
sible for ward housekeeping and administration, ward property and 
supplies, and the direction of the nurses’ home in addition to its 
professional functions. 

(21) Consider transferring prosthetic and some special services 
activities to established medical services—Coordination between the 
special services and clinical practice of medicine is generally excel- 
lent throughout Veterans Administration, largely because of the sin- 
cere desire to help which has been instilled into the personnel of 
special services from the top. Some difficulties of coordination, how- 
ever, still exist, largely in the recreational area. 

Adapted sports are an example. At most hospitals today, there 
are two supervisors at the playground or swimming pool, one from 
the Recreation Section and one from the Corrective Therapy Section. 
Movies, hobbies, and other individual activity programs and group 
activities of various kinds are offered by both the special services and 
the physical medicine and rehabilitation service. 

There is little doubt that these duplications could and should be 
eliminated. 

The Prosthetic and Sensory Aids Service at central office directs a 
number of field activities which, under the proposed plan, will come 
under station management. The plan provides for preserving this 
service as an organization unit in central office and in outpatient 
clinics. Fundamentally, however, this service is related closely to 
both surgery and rehabilitation and eventually should be absorbed 
by those services. 

(22) Where circumstances warrant, provide for a Deputy Chief of 
Professional Services to coordinate clinical practice—The number 
of organization units which report directly to the Chief of Profes- 
sional Services gives the appearance of being excessive in almost 
any Veterans Administration hospital. Actually, as those familiar 
with long-established and smoothly working methods of clinical prac- 
tice by conference know, the situation is not by any means as difficult 
as it appears. Professional working relationships in a hospital are 
generally well established and require little day-to-day coordination. 
Normally, there are only a few activities. such as admissions, dis- 
charges, leave of absence practices, and clinical laboratory and radio- 
logical services, which require much continuing attention from above. 
Beyond that, the Chief of Professional Services generally deals with 
management problems of policy, budget, personnel administration, and 
patient relations. 

In a large general hospital like that depicted on exhibit XXII, 
however, the situation does frequently require attention to matters 
of administration to an extent which detracts from the coordination 
of clinical practice. 

Where required by the workload, it is proposed that Veterans Ad- 
ministration adopt as standard organizational practice the appoint- 
ment of a Deputy Chief of Professional Services to concentrate on 
coordination of clinical practice and to serve as principal understudy 
to the Chief. 

(23) Provide full-time, internal professional direction for large- 
scale educational and research programs.—The really active. large 
educational and research programs operated by some Veterans Ad- 
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ministration hospitals urgently need full-time, internal direction by 
professional people who understand them and are ¢ ‘apable of properly 
coordinating them. 

Those programs involve continual, highly important, and delicate 
relations affecting the deans committee, chiefs of service, consultants 
and attendings, residents, professional committees within the hos- 
pital, and specialized personnel supporting educational and research 
work. Many man-hours are involved merely to furnish facilities, 
arrange schedules, or carry out other mechanics of the programs. 

C urrently, this work is handled part time by the manager or the 
Chief of Professional Services, or by some designee. Only at NP 
hospitals is a.specialized position along these lines authorized. 

As a result, the programs suffer for lack of continuing attention. 
Services ancillary and essential to the programs such as medical ree- 
ords hbr: arianship, medical illustration, and administration of re- 
serch laboratories require coordination with professional effort. De- 
sirable, close working relations with sources of education and research 
funds are required. 

It is proposed that, in those few hospitals where education and re- 
search programs are of sufficient magnitude, there be appointed a 
Chief of Educational Services who should report to the Chief of Pie. 
— Services and who should perform the following functions: 

. Furnish deans committee liaison, scheduling, space, and equip- 
nen for educational and training programs in profession: al services. 

Maintain records and follow progress of residents, and act as 
chairs an of the residency review committee. 

Direct the medical library, the medical records librarian, and 
the medical illustration laboratory. 

Budget for and administer funds for educational purposes, in- 
adie those for consultants’ and atte ndings’ fees. 

Simil: uly, it is proposed that there be : appointed, wherever needed, 
a chief of research services who should report to the Chief of Profes- 
a Services and who should perform the following functions: 

- Furnish deans committee liaison, scheduling, space, and equip- 
me i for research programs among professional services. 

Maintain records and follow progress of research effort, and act 
as chairman of the research committee. 

Arrange for review of research papers and for publication 
7 reof through approved channels. 

. Direct the central research laboratory. 

5. Budget for and administer funds for research purposes. 

Where large-scale, complex educational and research programs ex- 
ist, it will be found financi: ally as well as professionally beneficial to 
give those programs the spec lalized attention herein proposed, 

(24) Eliminate uneconomical assistants among services and divi- 
sions.—Administrative divisions and individual professional services 
habitually contain assistant directors or assistant chiefs who officially 
stand in line authority between the head of the division or service 
and the rest of his organization. Nothing in the work of these or- 
ganizations has been found to justify such a one-over-one structure, 
and it seldom obtains in practice. 

Most often, the individual thus designated as full assistant performs 
specialized functions or acts asa regular section head. 

The position seems most often to have been created as a device for 
raising classification or grade. As such, it may serve a purpose. Or- 
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ganizationally, it is unsound because it tends to obscure real relation- 
ships and to hi umper development of potential executive talent beneath 
it. These positions should therefore be abolished. 

The foregoing recommendations apply specifically to a large, gen- 
eral hospital. For the smaller hospital, the proposed organizational 
structure can be substantially modified, but its basic provisions should 
obtain. 

Specifically, the first two levels of organization depicted on exhibit 
XXIT should be standard for all hospitals. 

As the hospital decreases in size and complexity, the positions of 
deputy chief of professional services, chief of research services and 
chief of educational services should be the first to disappear. 

Thereafter, changes should take place among the clinical services. 
Some positions may not be needed, or can be carried, part time, by a 
staff member. 

In the smaller neuropsychiatric or TB hospitals, the chief of pro- 
fessional services can frequently direct subspecialty or functional sec- 
tions without benefit of a chief of service. 

As a minimum, the chief of professional services of any hospital 
can normally be expected to have an organization consisting of (1) 
nursing service, (2) social service, (3) pharmacy more (4) dental 
service, (5) pathology service, (6) radiology service, (7) rehabilita- 
tion service and (8) sections or individuals regularly assigned to 
specialized work with special provision for general medical care for 
patients and staff and for admissions. Other specialized services may 
be obtained through use of consultants. 

. Clinics 

The proposed plan combines Veterans Administration hospitals 
and clinics under hospital management. 

The ideal situation would be to have general service hospitals stra 
tegically located throughout the country, with outpatient facilities 
for admissions and other hospital needs as well as for outpatient 
examinations and treatments for the surrounding region, all under 
the direction of the hospital’s Chief of Out-patient Service. An ar- 
rangement of this kind is in operation at Jackson, Miss. 

Where practical considerations require that a separate regional 
clinic be maintained even though located in the same city with a hos- 
pital having a sizable general service, or within reasonable range of 
one, the clinic should operate under a chief reporting to the hospital’ s 
chief of professional services. 

In either case, the clinic should normally receive services such as 
supply, personnel, budget and finance, equipment repair and mainte- 
nance, travel and similar administrative help from the parent hospital. 

Internally, the clinic should be organized, as it is today, into Ad- 
ministrative and Professional Sections. 

The Administrative Section should retain essentially the present 
structure and functions described in part IT of this volume. These are 
generally well adapted to work which is peculiar and essential to out- 
patient clinic operations. Exception may be made as to such items 
as eligibility establishment, medical supply inventory control and 


provision of orthopedic appliances where the clinic is located in the 


hospital. 
The Professional Section should continue to offer clinical services 


essential to the examination and treatment of outpatients. However, 
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its organizational structure should undergo fundamental and bene- 
ficial change. 

Rather than the permanent, full-time medical, surgical and other 
services now maintained, the professional staff per manently assigned 
to the clinic should be restricted to that necessary to handle examina- 
tions for claims, vocational rehabilitation, insurance and similar pur- 
poses and general examination of applicants for out-patient treatment 
and hospital or domiciliary care. 

Advanced diagnostic and all treatment work should be performed 
by professional staff, consultants and attendings, residents, nurses, 
social workers and other professional personnel drawn from the parent 
hospital’s regular in-patient services. 

These should be assigned to regularly scheduled, specialized clinics 
asthe nature of the out-patient load many require. ‘They may also be 

called upon to handle individual, problem or emergency cases. 

One set of facilities—dental, mental hygiene and “other specialized 
clinies; laboratories; radiology and therapy equipment; medical 1i- 
brary; and pharmacy—should serve for in-patient and out-patient 
work alike wherever possible. 

It may be argued that the entire out-patient service could be offered 
by the regular inpatient staff through scheduled clinics. However, 
it is deemed necessary that there be a permanent nucleus of examining 
talent such as is proposed because of the need for admissions officers 
fully familiar with Veterans Administration rules and the medical 
program’s obligations to other programs of the agency. Because of 
the special knowledge factors involved, the clinic needs a group 

familiar with the various program requirements for specific kinds of 

medical information and opinion and with the procedures and paper 
work involved in meeting these requirements. This specially trained 
professional group should maintain the contacts and obtain the in- 
formation necessary to give claims, vocational rehabilitation, insur- 
ance and other appropriate personnel adequate service promptly, as 
well as best to assure conformance to law and to policy and procedure 
in admitting patients to hospitals and homes, particularly in off hours 
and emergency situations. 

In accordance with the foregoing, the Out-patient Service should 
continue to administer admissions to the parent hospital and to other 
Veterans Administration and outside hospitals, and fee-basis, out- 
patient care. Medical Center management should hold hospital man- 
agement accountable for this work’s being done in conformance with 
policy and for sound distribution of inpatient load and outpatient 
work throughout the center’s area. 

Auxiliary facilities and staff may continue to be required at 
various locations within a hospital’s designated region. They should 
remain under the Out-patient Service’s jurisdiction. 

In a few cases, it will be necessary to maintain out-patient facilities 
and staff too far away from a suitable hospital for the foregoing 
arrangements to be feasible. This will be true, for example, of for- 
eign and of most territorial installations. The medical officer in 
charge of a clinic of this type should report directly to the Manager of 
the Medical Center within whose jurisdiction his clinic’s location falls. 

The medical center should furnish budget and finance service and 
general administrative direction to these isolated clinics. In addi- 
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tion, suitable provision will have to be made locally for most or all of 
the following administrative services: 

Provision of space 

Mail, telephone, teletype and messenger service 

Transportation 

Maintenance, protection and janitorial service 

Clerical employment 

General office supplies and incidental purchases 

Petty cash and cashier service 

Statistical tabulating service 

It will normally be convenient to get those services by locating the 
clinic where the mwagement of a veterans service center can furnish 
them on demand. In the interests of economy, similar arrangements 
with veterans service centers should be made, wherever feasible, for 
any clinic not located in a hospital. 

The major benefits that will result from adoption of the foregoing 
proposals are: (1) improvement in the quality of outpatient care, 
(2) enrichment of teaching programs and broadening of regular 
staff through desirable outpatient practice and (3) substantial econ- 
omies through better utilization of staff and facilities. Their at- 
tainment should contribute greatly to the correction of some trouble- 
some disparities and deficiencies in the current medical program. 

This chapter has described a proposed form of organization which 
will combine the operations of hospitals and clinics under one manage- 
ment in a way which will result in many worth-while benefits. The 
next chapter describes a proposed form of organization for the opera- 
tion of veterans’ homes. 


VI. THE OPERATING ORGANIZATION FOR HOMES 


This chapter describes proposed plans of organization for (1) the 
office of the director for homes, (2) a typical self-sustaining home and 
(3) a home located with a hospital. 

Pe Office director for homes 

The plan provides for retaining Homes Service intact as an oper- 
ating organization separate and distinct from that devoted to the 
operation of hospitals and clinics. 

This recognizes (1) the clear intent of long-standing law and regu- 
lation establishing a veterans’ Homes Service as a fully identifiable 
entity serving specific purposes, (2) marked differences in the kind 
of care furnished to the veteran in a home as against that which he 
receives in a hospital and (3) fundamental differences in organization 
requirements as between hospitals or clinics and homes. 

The director for homes should be appointed by the chief medical 
director from a list of candidates approved by his selection commit- 
tee on the nomination of the assistant chief medical director for 
operations. It should be his duty to: 

(1) Plan an integrated program for Homes Service, and direet the 
approved program. 

(2) Provide for the highest attainable levels of homes service and 
administration, and furnish or obtain help and guidance for homes 
to these ends. 
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(3) Maintain sound national balance in budgeting, allocating and 
transferring of funds; in provision of staff, facilities, supplies and 
equipment ; and in distribution of member load. 

(4) Coordinate interhome programs and actions. 

(5) Within approved limits, establish standard operating practices 
for homes. 

(6) Arrange means for coordinating canteens and veterans service 
activities with the homes program and for cooperating with hospitals 
and clinies and with other Veterans Administration programs as 
required, 

(7) Effectuate established policies governing homes service to vet- 
erans in nonagency institutions. 

(8) Maintain sound community relations for Homes Service. 

The Director for Homes should be one of the department’s three 
top field operating directors and a fully participating member of field 
operating management, as described in chapter IV of this part. He 
should be responsible for the operation of Veterans Administration's 
i7 existing homes. The proposed plan of organization provides for 
a small staff at central office to assist him. 

Exhibit XVIII, following page 147, charts the proposed relation- 
ship of Homes Service to the over-all departmental organization. 
Exhibit X XIII shows the proposed structure of Homes Service. The 
cdirector’s immediate staff contains two units. 

(1) Homes operations staff—This staff is provided to assist the 
director in planning the program for operation of homes and in ap- 
praising operations to assure conformance to laws, regulations and 
established policies. 

The principal responsibilities of this staff should include: liaison 
between central office and home management and staff: planning and 
guidance for development of home facilities and staff: formulation 
of departmental policies, standards and procedure for home operation ; 
and obtaining of technical staff assistance for homes as needed. 

The chief of staff should: 

Interpret policy for and guide and appraise administration of 
homes operations. 

Audit conformance to law, regulation and standard operating 
poe y and pr tg 

. Recommend, or obtain on request, specialized staff help or guid- 
ance for homes. 

Coordinate managerial development and training plans. 

Handle special admissions problems and specific inquiries or 
complaints requiring attention of Homes Service. 

6. Develop standard operating practice for operation of homes. 

Assist in comparing, coordinating, and appraising plans and per- 
fori mance of field stations. 

He should work closely with his counterpart, the chief of the hospi- 
tal and clinic operations staff, on matters of mutual concern bearing 
on effective coordination of hospital and clinic programs with homes 
operations. 

The chief should be-assisted by two liaison officers, each covering 
two geographic jurisdictions corresponding to those assigned to the 
four classification analysts in the Department’s Personnel Service. 
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The staff’s proposed functions are essentially those now assigned 
to the Veterans Home Division, Out-patient Service, of the present 
department at central office. 

(2) Chief commissary officer.—It is estimated that $5,780,000 worth 
of food will be consumed in the Veterans Administration’s homes 
during the fiscal year 1952. This represents 23.4 percent of the year’s 
estimated total obligations for homes. The Director for Homes needs 
specialized help to make sure that these funds economically provide 
proper nutrition for members. 

Food preparation and service in homes are strikingly different from 
those in hospitals. Two-shift serving of up to 2,800 people “family 
style” in mess. hall is a high-speed job requiring methods and utiliza- 
tion of manpower peculiar to that situation. 

Dietary problems in homes differ markedly from those in hospitals. 
Most members are active, if elderly, persons who are not ill im the 
generally accepted meaning of the term. They do not readily accept 
innovations in their diet, no matter how much good it might do them. 

Of all things affecting morale and discipline in a home, food is the 
most important. It is essential, therefore, that diet planning and 
food preparation and service for members be under direct control of 
homes management. 

For these reasons, it is proposed that commissary service for homes 
be separated from dietetic service for hospitals, as it is today in all 
but five instances. Observation of present Veterans Administration 
practice verifies that it is feasible for the two services amicably to 
share facilities and labor in the interests of economy where hospitals 
and homes adjoin. The practice should be made standard. 

The chief commissary oflicer should be appointed by the Director 
for Homes with the approval of the Assistant Chief Medical Director 
for Operations. His specific duties should be to: 

1. Interpret policy for, guide and appraise the conduct of com- 
missary work in homes. 

2. Audit conformance to law, regulation, standard operating policy 
and practice in commissary operation. 

3. Standardize specifications for commissary supplies and methods 
of commissary operation. 

4. Establish standards of food quality, nutritional value, food 
service and cost. 

5. Coordinate commissary development and training plans. 

6. Assist in comparing, coordinating and appraising plans and 
performance of field stations. 

In carrying out the foregoing functions, the chief commissary 
officer should work closely with Supply Service on food contracting 
and with the Director of the Dietetic Service on policy and procedure 
affecting standards of nutrition and coordination between hospitals 
and homes on dietary matters. 

Planning the future program of homes operation should be the 
task of the three-man team consisting of the Director for Homes and 
his two staff assistants. 

2. Self-sustaining home 

Exhibit XXIII depicts the structure of the proposed organization 
for a typical self-sustaining veterans’ home. In its top staff structure, 
it closely resembles the proposed hospital organization. 
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The manager of a home should be appointed by the Assistant Chief 
Medical Director for Operations on the nomination of the Director 
for Homes from a list of qualified candidates prepared by the Chief 
Medical Director’s selection committee. The Chief Medical Director’s 
approval of the appointment should be required. 

The manager of a home should be fully responsible for the operation 
of the home within the limits of established policies and plans. These 
responsibilities should include: 

(1) Planning and directing operations. 

(2) Maintaining highest attainable levels of home service and 
administration. 

(3) Maintaining sound balance in budgeting, allocating and trans- 
ferring of funds; in use of staff and facilities; and in distribution of 
member load. 

(4) Coordinating canteen and veterans’ service activities with the 
operations of the home and providing required service to hospitals, 
clinies, and other departments. 

(5) Providing for homes service to veterans in outside institutions 
ina designated area as required and as authorized by law. 

(6) Maintaining sound community relations for the home. 

The following recommendations are made with respect to the 
internal organization of homes operations. 

(1) Establish the title of executive officer in place of that of domi- 
ciliary officer—The proposed title more accurately reflects this officer’s 
position and duties. ‘The present title serves principally to distinguish 
his position from that of the chief of professional services in locations 
where a home and a hospital are combined under one management. 
Since this situation will not obtain under the proposed form of 
organization, it should be unnecessary to continue making the dis- 
tinction. The executive officer’s specific duties should be to: 


1. Oversee care and welfare of members. 

2. Supervise and inspect operation of barracks and quarters. 
3. Maintain cleanliness, discipline, and morale among members. 
t. Handle family contacts. 


5. Obtain medical care and special services for members. 

6. Assign members to duty or nonduty barracks, and assign mem- 
bers to work details. 

(2) Change the title of the assistant domiciliary officer to adminis- 
trative assistant and clarify his staff position—The duties performed 
by the assistant domiciliary officer are really of a staff nature and 
should be recognized as such. Accordingly, exhibit X XIIT shows the 
administrative assistant in a staff position and the proposed plan 
provides that it be his duty to: 

1. Schedule and arrange ceremonies, work details, and provision 
of comforts. 

2. Maintain records of members’ court, clothing, and creature com- 
fort issues and duty classifications. 

3. Prepare, maintain, and post barracks’ regulations and official 
notices. 

+. Arrange for members’ employment, passes, leaves, and furloughs 
as authorized. 

(3) Establish the provision of medical and special services definitely 
as part of the executive officer's responsibility.—The executive officer 
should be made fully responsible for the care, welfare, and discipline 
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of the members. Special services, by official policy, are furnished 
solely to support these ends and should be under the officer primarily 
charged with attaining them. 

In a home, special services properly emphasize the recreational, 
morale building, and spiritual aspects of home life. Their use for 
therapeutic purposes is rare. Accordingly, in a self-sustaining home, 
it is proposed that the executive officer rather than a medical officer 
be responsible for special services. 

In a home, medical care is normally furnished on what is termed a 
“family doctor” basis. It includes regular rounds, periodic examina- 
tions, and general health supervision. Members who need more in- 
tensive care than this are hospitalized. 

Medical service in a home contributes substantially to the care and 
welfare of members. The executive officer should, therefore, be re- 
sponsible for obtaining adequate medical care for members through 
the medical officer administratively responsible to the manager. 


Home located with a hospital 


The proposed plan provides that a home and a hospital be under 
separate management, even though they adjoin. 

This recommendation has been made in recognition of fundamental 
differences in objectives, in organization, and in operating practices 
between the two types of service as they exist in law and in fact. 

It has been done, fherefore, to serve the larger, basic consideration. 
That it will in all probability entail more coordinating work by man- 
agement on both sides than would be required were hospitals and 
homes under one management is conceded. 

The need for additional coordination will arise from the desir ability 
of achieving economy through having the two stations share some 
common services, even though they are under separate management. 

It is proposed that hospital management, since it will have the 
greater and more complex burden of staff and supplies, have jurisdic- 
tion over a combined general personnel service and a combined sup- 
ply service, each serving the needs of both the hospital and the home. 

It is further proposed that hospital management furnish medical 

care, special services, and communications services to the home as wel] 
as to the hospital. 

It is proposed that home management furnish engineering service to 
both stations, since it usually will have the major grounds keeping 
protection, and facilities job. 

The foregoing recommendations are proposed as usual arrange- 
ments. W here circumstances warrant it, jur isdiction over personnel, 
supply, or engineering functions may be transferred or even divided. 

Any combination of jurisdiction over shared services will work 
readily enough if both managers have had it made clear to them that 
their wholehearted cooperation with each other is a responsibility for 
which they both will be held accountable. The Director of Hospitals 
and Clinics and the Director for Homes should be responsible for ob- 
taining the required cooperation at the operating level. It will be the 
ultimate responsibility of the Assistant Chief Medical Director for 
Operations to settle any controversy arising from the proposed ex- 
change of services that is not settled at lower organization levels. 

On the other hand, each man: iger should definitely have full control 
over budget and finance service, admissions, dispositions, records, posi- 
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tion classification, and subsistence service. Common use of facilities 
‘an be arranged between counterpart functions in the hospital and 
the home, but each manager’s direct jurisdiction over the functions 
themselves is essential. Maintaining it will be worth any relatively 
small cost that it may involve. 

The foregoing recommendations provide for organizing homes to 

serve the objectives for which they were established and which they 
continue in fact to pursue. 

As has been previously indicated, there has been much talk and 
some experimental effort aimed at fundamentally changing the char- 
acter and purpose of the homes. As it bears on the planning and j 
future operations of Veterans Administration, this topic is explored =| 7 
in part IV of this report. 4 

The next, and final, chapter on organization recommendations deals i 
with the operating organization for canteens. 


VII. THE OPERATING ORGANIZATION FOR CANTEENS 





The proposed plan of organization contemplates no change in the 
internal organization structure or assignment of functions of the pres- 
ent Veterans Canteen Service, as described in part II of this volume. 
As it stands, the present form of organization meets with the provi- 
sions of the law which authorizes it. It adequately provides for staff 
planning of key functions; for control of the business, financial, and 
merchandising’ aspects; and for establishment of operating responsi- 
bility and ace ountability within reasonable spans of control. 

In brief, the present organization has been successful within the 
framework provided by law. It should be preserved. 

The proposed basic plan for the Department of Medicine and 
Surgery does recommend divorcing the Canteen Service from special 
services and setting it up as an operating entity responsible directly 
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to the assistant chief medical director for operations, and removing i 
canteens from direct hospital and home management and placing them [| ~ 


on a service basis. The reasons for both of those moves have been set 4 
forth in the discussion of the proposed top departmental and hospital [| ~ 
organizations. 

The future position of Veterans Canteen Service in the department 
and its relations to other parts of the proposed organization are worth 
brief exploration. 

There should be no interference from above with the merchandising, 
sales, or financial aspects of canteen management. This is not only 
because the law specifically appears to forbid it but also because the 
requisite knowledge to judge such matters competently has not been 
specifically provided for in the department or elsewhere in Veterans 
Administration outside of Canteen Service itself. 

The law provides that Canteen Service have its own revolving fund 
in Treasury Department custody and that it establish and maintain 
its own accounts, subject only to General Acc ounting Office ee 
Hence, in the proposed form of organization, Veterans Administr: 
tion’s Budget and Finance Service should not handle the atone 
budget or audit canteen accounts. 

The law accords Canteen Service the right to make contracts or 
agreements to buy or to sell merchandise, equipment, fixtures, supplies 
and services and to settle claims in connection therewith. Neither 
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the Department of Medicine and Surgery nor the Purchasing and 
Supply Department should have jurisdiction in this area. 

Finally, the law specifies that canteen. receipts in excess of antici- 
pated requirements shall be paid into the Treasury. Therefore, Vet- 
erans Administration will not profit financially from canteen 
operations. 

The foregoing provisions of the law make it largely unnecessary 
for the Canteen Service to deal with the department or with Veterans 
Administration staffs on general operating matters. It should, how- 
ever, be permitted and encouraged to use those staffs for the help and 
guidance that they can offer. 

In some important respects, moreover, Canteen Service will be di- 
rectly accountable to the Department of Medicine and Surgery man- 
agement under the authority vested in the Administrator by law. 

Canteen positions other than those in hospitals and homes are, by 
law, part of the regular Veterans Administration organization. The 
Department of Medicine and Surgery and the Personnel Department 
will have a legitimate interest in canteen personnel administration, 
and management of the Department of Medicine and Surgery should 
exercise normal authority to classify such positions and to appoint, 
change the status of, or separate incumbents of them. 

The law requires Veterans Administration to furnish space, utili- 
ties, some types of equipment and service thereto, and some labor for 

santeens in hospitals and homes. This places an obligation all down 
the line on Canteen Service, Engineering Service, and operating man- 
agement of the Department of Medicine and Surgery to work out 
satisfactory arrangements for canteen accommodations and for such 
reimbursements for that service as the law requires. 

Under these conditions, there can be no doubt that canteen manage- 
ment should be definitely accountable to the Assistant Chief Medical 
Director for Operations for adequate results, for cooperation with 
and satisfactory service to other parts of the Department, and for 
observance of policy governing that Service, as established by the 
Department’s top management. The organization of the Canteen 
Service is so charted on exhibit XXIV. 

With this chapter, organizational recommendations for the Vet- 
erans Administration’s medical program end. The next and fourth 
part of this volume contains operating recommendations which will 
help in planning and carrying out programs of medical, hospital, and 
domiciliary care for veterans. 


Part IV. OperatrionaL RecoMMENDATIONS 


It will be apparent from the preceding parts of this volume that the 
organization changes proposed for the Department of Medicine and 
Surgery are extensive. ( orresponding modifications in the methods 
of operation also will be required if the reorganized Department is to 
function effectively. 

The nature and extent of these changes are described in the ch: apters 
that follow. Included, where pertinent, are references to the effect 
of legislation, the need for clarification of policy and the desirability, 
from a management standpoint, of defining more accurately the aims 
and objectives of this Department. 
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EXHIBIT XXIV 
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The comments and suggestions in these several chapters are not to 
be taken as a critical reflection on the services provided to veterans by 
this Department. Actually the medical, hospital, and related serv- 
ices provided are being administered on a very high professional level. 
Rather, the recommendations in the following chapters are designed 
{o point - various ways and means by whieh these services can be ad- 
ministered even more effectively along the lines of sound management 
principles. 

The 12 chapters that follow will deal with such topics as the need 
for reorienting operating policy; planning the medical program; 
utilizing the medical comunity; planning the domiciliary program ; 
administering research; programing the construction of facilities; 
improving accounting, budgetary, and cost controls; simplifying ées- 
sential control of operations; developing a constructive personnel pro- 
gram; improving engineering effectiveness; attaining more economy 
and greater flexibility in supply operations; and effecting further 
operational improvement. 
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I. REORIENTING OPERATING POLICY 


Operations of Veterans Administration today are governed to a very 
high degree by centralized management. Planning, the power of 
decision, and all of the usual prerogatives of management are retained 
almost entirely in the central office. Although a certain amount of 
top planning, direction, coordination, and control must inevit: ably be 
done in central office, the proposed plan of organization requires a 
concept of management which is the reverse of the present highly con- 
centrated management in central office. In the recommended organi- 
zation plan, the power of decision and the initiation of proposed plans 
are to a considerable extent delegated through intermediate levels, as 
needed, to local management. Central office, in the new plan, should 
confine its activities to the essential controls of policy making, to over- 
all planning, direction, and program coordination. 

The full effectiveness of the proposed plan of organization will be- 
come apparent when the important changes in management approach 
and technique have been clearly understood and intelligently applied. 
These are described in the following five sections. 


Re cognize the fundame ntal approach to decentralized management 


The plan of organization proposed for the Department of Medicine 
and Surgery est: ablishes a clear line of authority and responsibility 
from the Chief Medical Director through intermediate levels of organ- 
ization to field stations. With the establishment of this relationship 
the Chief Medical Director is in a position to delegate authority and 
responsibility to the fullest extent. In fact, the proposed organiza- 
tion plan will not be fully effective unless authority over operations is 
decentralized to the field stations. 

Decentralization of operating authority is required where the geo- 
graphical dispersion of operations is as great as it is in the medical 
program. Local operating management is most familiar with the 
conditions and has better knowledge of the pertinent facts. Conse- 
quently, decisions made under those circumstances are usually more 
practical, Furthermore, prompt decisions are requisite to good serv- 
ice. Under decentralized management more rapid and effective action 
will be possible. 

Decentralization of management is essential to improvement of 
medical operations. It will not be accomplished by the mere change 
of the plan of organization, but rather only when, in spirit and in 
fact, authority is delegated in accordance with the plan. In turn, 
acceptance of delegated authority by field station management must 
be accompanied by recognition of the obligation to operate within 
established policies, budgets, procedures, and standards and by accept- 
ance and utilization of staff assistance. Only when such recognition 
and acceptance have been attained can top management delegate 
authority and responsibility fully. 

It should be thoroughly understood therefore that the proposed 
plan or organization will require changes in attitude and in practice 
both in central office and in the field. 
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2. Stress the service nature of staff organization, and assure its full 
utilization 

Each operating executive should be thoroughly familiarized with 
the nature and value of staff services and should be thoroughly in- 
structed in the means and methods by which they may be best. utilized. 
Operating executives are prone to look skeptically upon staff services 
as being impractical and dictatorial. On the other hand, the effective 
operating executive utilizes staff services to the fullest extent, fully 
realizing that the final decision in all cases is his. Use of staff services 
should be encouraged. At the same time employees in staff services 
should realize the advisory limitation of their position and adopt an 
attitude of service rather than of dictation. Effective teamwork be- 
tween staff and operating executives will result in increased efficiency ; 
the absence of it, in waste of manpower and high costs. 


3. Furnish operating executives with the basic tools of management, 
and grant adequate authority for their use 


Greatest benefit will be obtained from the proposed plan of organ- 
ization if local management is permitted to make, or to participate in 
making, certain decisions which heretofore have been made entirely 
by central office. ; 

(1) Delegate to local management the authority to select and man- 
age personnel.—Qualification specifications for various executive posi- 
tions should be established by central office. in the interests of uni- 
formity. However, local management should have the authority to 
select executives in accordance with established standards; otherwise 
it cannot be held accountable for results. The growing tendency in 
the Department to centralize authority for selection of field executives 
will eventually entirely destroy morale and initiative of field station 
management. Sound practice with respect to selection of executives 
places the responsibility for selection with the executive who has direct 
authority over the position being filled and the responsibility for 
approval with the immediate superior of the executive making the 
selection. 

To be fully effective, local management must have adequate an- 
thority to utilize personnel in the most effective manner. Use of 
mandatory personnel ceilings and staffing patterns is one of the most 
uneconomical practices of the present highly centralized management. 
The proposed plan of organization will require delegation of full 
authority over personnel utilization, within budget limits, to field 
station managers. 

(2) Establish Planning at field levels, and firmly relate budget 
planning to allotments—Like control over personnel, control over 
funds also should be decentralized to field station management. Orig- 
inally, budgeted funds should be based upon specific programs and 
analyses of operations and needs developed by local management. In 
the interests of top management control and coordination of opera- 
tions, it is essential that these budgets be reviewed and adjusted. 
However, this should be done with field management, not independent 
of it, so that plans and programs can be adjusted accordingly. 

In turn, any reductions in budgets resulting from final congressional 
action on appropriations should be reflected in changes in budgets 
submitted only after thorough discussion with field station manage- 
ment. Once allotments are made to field stations, central office should 
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hold the manager responsible for operating within the total and for 
making most effective use of allotted funds. To attempt to dictate 
use of allotted funds by establishment of arbitrary supplementary 
restrictions is wasteful and impractical. 

Under the proposed plan, medical center budgets should represent 
the detailed planning of hospital and clinic operations by managers 
of these stations, modified by the medical center manager in con- 
junction with local managers to obtain the necessary program balance 
for the area. In turn, the Department budget should be a composite 
of the planning of all stations and centers and staff services at central 
office, modified by the Chief Medical Director in conjunction with 
center managers and other responsible central office executives. The 
proposed plan of organization requires decentralization of planning 
responsibility in this manner and the corresponding decentralization 
of planning revision and eventual control over allotted funds resulting 
from the entire budget operation. 

(3) Assign the disposition of purely local problems to local man- 
agement.—The problems of the utilization of space and grounds, the 
operation of farms and the allocation of quarters are matters now 
decided upon by central office. The ostensible reason for such cen- 
tralized control is the desire to obtain uniformity of treatment. These 
problems, however, are local in nature and from a practical point of 
view cannot be standardized effectively nor can deviations from stand- 
ards be adjudged adequately by central office. Within broad policy 
limits, medical center management should have the authority to use 
facilities assigned to the best advantage of the over-all program and 
the attainment of established objectives. It should make decisions 
concerning necessary changes in space assignments, ground utilization, 
the operation of farms, and the problems of assignment of quarters. 

(4) Permit organizational flexibility to suit local conditions —Con- 
siderable emphasis is placed by central office, through use of staffing 
patterns and ceilings, on standardization of hospital organization. 
The purpose of such mandatory standardization is somewhat obscure, 
in that it is purely a protective device reflecting lack of confidence in 
hospital management. In practice it results in all sorts of inefficient 
operations. 

Authority to adapt organization to local conditions and require- 
ments should be delegated to hospital managers, subject only to re- 
view of medical center managers. Many economies should result. 

(5) Abolish or minimize detailed procedural restraints—Central 
office presently issues voluminous instructions and requirements on 
every manner of procedure. As a consequence, little opportunity 
exists for local management to improve operating methods or to ac- 
celerate results. 

Certain procedures dictated by legislation or by the authority of 
other Government agencies, will require strict conformance. Other 
procedures, prescribed by the Veterans Administration itself, may 
be essential to provide uniformity of results. These, of course, should 
be issued as mandatory. All other procedures, however, should be 
issued for the purposes of guidance only. Medical centers should 
have the authority to deviate from these latter procedures where sav- 
ing in time, money or effort can be accomplished or where procedures 
can be improved. Under such delegation of authority, local manage- 
ment, alert to opportunities for improvement, should contribute 









570 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


greatly to procedural progress. Central office should concentrate on 
consideration of results rather than on the prescription of detailed 
methods. 

}. Provide for free interchange of information 

The proposed plan of organization clearly delineates the points of 
responsibility and the lines of authority. ‘However, it permits and 
requires the exercise of common sense and good judgment, at all or- 
ganization levels, in determining the best channels of contact. neces- 
sary for the expeditious handling of the work. Contacts between 
units of the organization should ‘be ‘arried out in the most direct 
way. In m: aking such contacts, however, it is the duty of each mem- 
ber of the organization to keep his immediate superior informed of— 

(1) Any matters on which his superior may be held accountable 
ie the executive to whom he reports. 

(2) Any matters in disagreement or likely to cause controversy 
within or between any units of the organization. 

(3) Executive matters requiring advice by his immediate superior 
or his assistance in coordination with other units of the organization. 

(4) Any matters involving recommendations for changes in or 
variance from established policies and procedures. 

The establishment of direct channels of communication along with 
lines of authority and responsibility is an essential factor in fostering 
teamwork throughout the organization and instilling a unity of 
purpose into all phases of operation. 


Arrange for field participation in policy formulation, planning 
and procedures 

The real value of policies, plans or procedures is often determined 
in the field. The need for change is frequently apparent in the field 
before it is brought to the attention of the central office. Field offices 
should, therefore, be encouraged to comment and make suggestions 
on problems incident to the application of policies, procedures or 
other required regulations. In this way, formulation or revision of 
policies, plans or procedures will arise out of actual experience in 
operation, thus providing a firm and practical basis for the develop 
ment of improvement that will best assure effective functioning of 
the Department of Medicine and Surgery. 


Il, PLANNING THE MEDICAL PROGRAM 


The medical program of Veterans Administration has its roots in 
Federal legislation. The basic concepts of the program content are 
ascribed to congressional acts. Many 7 the policies now in effect 
have been specifically set forth in law; many others rest on inter 
pretation of law. In addition to actions of Congress relating direct] 
to the Veterans Administration and particularly to its medical pro- 
gram, Congress has established policies for other agencies of Govern 
ment which affect the administration of the medical program. The 
Department of Medicine and Surgery, as indeed the Veterans Admin 
istration itself, must defer in many of its actions to rules and regula 
tions of the Bureau of the Budget, the Civil Service Commission, the 
General Accounting Office and the Treasury Department. 

Despite the body of law bearing upon medical and hospital care 


for veterans and the requirements “of related governmental agencies, 
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the Department of Medicine and Surgery still has within its province 
a considerable area of discretion. 

It is this area to which the present chapter is primarily directed. 
The chapter deals with problems of planning involved in determining 
the extent and nature of medical and hospital care that Veterans Ad- 
ministration should be prepared to provide for veterans. 

1. Establish firm bases for « stimating pote ntial case loads 

A reasonably accurate estimate of potential case loads is the first 
requirement of adequate planning for the medical program. This 
is because, as can be readily appreciated, both the extent and the nature 
of Veterans Administration’s future medical facilities and staff will 
be determined primarily by the number and types of veteran patients 
whom the agency must be prepared to serve. 

To prov ide de pend able bas ses for pli anning, case load estimates must 
be based on clear ly defined and see nt polici les gover ning thee ‘ligi- 
bility of veterans for medical and hospital care. The extent to which 
this is so becomes readily rire when the probable effects of 
various poliel ies on hospiti al case loads and facilities are considered. 

Veterans Administration interprets present law and regulation as 
clearly requiring that it furnish hospital care to all veterans with 
dimibaititien adjudged to be service connected or adjunct thereto. Cur- 
rently, about 3,350,000 (approximately one in seven) veterans are in 
this category as it is presently defined. (This figure is greater than 
that for veterans with service-connected disabilities who are eligible 
for compensation and pension, since the disability in the later case 
must be 10 percent or greater.) Service-connected disabilities ac- 
counted for 38,060 veterans patients, of 35.5 percent of patients re- 
maining in Veterans Administration and non-Veterans Administration 
hospitals on January 31, 1951. Over the first 6 months of 1951, pa- 
tients with service-connected disabilities numbered 78.992, or 22.6 
percent of total patients treated in those hospitals as Veterans Admin 
istration’s beneficiaries. 

Veterans Administration authorities estimate that 41,000 to 51,000 
hospital beds would amply meet all future needs for care of service- 
connected disabilities and adjuncts thereto. In other words, only 
ubout one-third of the 131,000 beds which Veterans Administration 
expects to have in its own hospitals on the comple ‘tion of the present 
burl ling program would be needed were eligibility restricted to serv 

e-connected cases. The virtual nonexistence of waiting lists for 
emaiia tial ious for serv ean disabilities indicates quite clear 
l\ that Veterans Administration is well equipped to take care of this 
ategory of patients. 

Another category of patients exists, which Veterans Administra- 
tion considers itself duty-bound to care for in the public interest. 
These are patients whose disabilities are of a chronic or long-term 

ature which almost invariably leads to care at public expense. In 
dat ategory Veterans Administration includes non-service-connected 
tuberculosis and neuropsychiatric disabilities, and long-term or de 
teriorative general medical and surgical disabilities. Patients in this 
category ordinarily are given priority over other non-service-con- 
nected cases for admission to Veterans Administration hospit: als. 
They comprise the bulk of the total patie nt load in ageney hospitals. 

For the period previously cited, chronic and long-term disabilities 
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accounted for 53,790, or 50.1 percent, of patients remaining, and for 
148,674, or 42.6 percent, of total patients treated. Waiting lists in 
this category have been generally high. Veterans Administration 
estimates that chronic or ‘Jong- term patients may reach an averag: 
daily case load peak of 140,000 or more by 1965 and that perhaps 
163,000 beds may be required to furnish care for them. ; 

To care for all of its potential chronic and long-term patients in 
its own hospitals would, therefore, require Veterans Administration 
to build about 25 percent more hospital beds than it currently con 
templates providing. 

Finally, Veterans Administration furnishes hospital care to many 
veterans with non-service-connected disabilities of the acute, general 
medical and surgical type. Briefly stated, Veterans Administration's 
policy is to take care of as many of these patients in agency hospitals 
as available beds will permit, after patients in the higher priority 
categories have been admitted. The urgency of the need for care is 
the primary determinant in selecting these patients for admission 
The usefulness of the case as clinical material to support teaching 
programs is also frequently considered. 

Any one of the Nation’s vie ane total of approximatel 
22,000,000 veterans might, of course, become a candidate for hospita 
care in this final category, which deen’ in fact account for a large part 
of the current hospit tal load. On January 31, 1951, the 15,410 patients 
of this type comprised 14.4 percent of all patients remaining in hospi 
tals. They accounted for 121,582, or 34.8 percent of tots al patients 
treated during the first 6 months of 1951. In view of the acute nature 
of the disabilities, the size of waiting lists in this category is of rela 
tively little significance. Presumably, Veterans Administration 
could have on its rolls as many patients with acute, non-service-con 
nected disabilities as it could make beds available for. 

It is in fact estimated that, if Veterans Administration’s own hos 
pitals should be expanded to care for the acute, non-service-connected., 
veneral medical and surgical disabilities of all veterans in additio: 
to caring for service-connected and chronic cases, an ultimate tota] 
of 365,000 beds might be needed. This would be almost three times 
the 131,000 beds now planned for. 

The foregoing case-load statistics include patients in both Veterans 
Administration and outside hospitals. Actually, outside hospitals 
are used relatively little. Only 7,099 patients were in other than 
agency hospitals as Veterans Administration’s beneficiaries on Jun 
80, 1951. During all of fiscal year 1951, only 78,816 beneficiaries of 
Veterans Administration were treated in outside’! iospitals, 

One reason for the sparing use of outside hospitals is that the law 
permits their use only for service-connected cases, female pay 

veterans in vocational rehabilitation training under Public Law 16 
(78th Cong.) and veterans living in certain Territories or slain : 
of the U nited States. Females and patients in ‘Territories comprise 
the bulk of Veterans Administration’s beneficiaries in non-Veterans 
Administration hospitals. 

Veterans Administration could presumably make available in 
agency hospitals more beds for non-service-connected cases by placing 


more service-connected cases in outside hospitals. However, the 


agency’s policy has generally been to take care of service-connected 
cases in Veterans Administration hospitals whenever possible. 
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From the foregoing, it is apparent that the basic policies governing 
veterans’ eligibility for care can cause tremendous variations in po- 
tential patient loads and hence in the extent and nature of facilities 
und staff needed. It follows that clear and dependable basic policies 
governing eligibility are indispensable to the sound planning which 
the public justifiaoly expects to find gunding an undert: iking as im- 
naa and as costly as the medical program for veterans. 

Unfortunately, basic policies governing veterans’ eligibility for 
medical and hospital care are neither clear nor dependable in im- 
portant respects. This is principally because the laws dealing with 
veterans’ benefits have been and are being subjected to frequent 
change; because they appear to contain some ambiguities which make 
them difficult to interpret; and because they contain some seeming 
conflicts of purpose. 

At the outset, it must be recognized that the term “service-con- 
nected disability” has no fixed meaning; it represents as much or as 
little as acts of Congress specify. The legal definition of service con- 
nection has, in fact, been broadened at least nine times since 1933. 
Originally limited to incapacitating, war-incurred disabilities of 

trietly limited types, service connection now includes various disa- 
bilities incurred in peacetime and a wide variety of specific disabil- 
ities, generally of a chronic nature, inc el within designated dates 
or r design: ated Bctiocs of time after discharge from service. An act 
of September 19, 1950, declared service connected all disabilities of 
Spanish-American War veterans requiring out-patient treatment. 
This act alone added at least 85,000 potential patients to the out 
patient case load and resulted immediately in a sharp rise in lemand 
for ear, eye, and dental care. As of May 1, 1952, at least 15 bills were 
pending in Congress, each of which proposes further to extend the 
meaning of “service-connected disability,” further increasing the po- 
tential load. 

That Congress, in authorizing construction of more beds than are 
needed for service-connected disabilities, intended Veterans Admin- 
istration to render care to non-service-connected disabilities seems 
apparent. Yet the beds authorized are far too few to take care of the 
potential non-service-connected load. 

Construction of additional bed capacity might, of course, be ad- 
vanced as a solution to this dilemma. Even were Congress to author- 
ize additional construction, however, it is doubtful whether the beds 
thus created could be staffed. The supply of medical specialists nee- 
essary for this purpose is already extremely short and show no signs 
of becoming appreciably more plentiful in the near future. It ap- 
pears, therefore, that Veterans Administration must look to some 
definite policy decision to establish how its beds available for non- 
service-connected cases should be apportioned. 

As previously indicated, the law establishes presumptive service 
connection for certain chronic types of disability occurring within 
specified time limits. However, the law is silent on Veterans Admin- 
istration’s responsibility for care of non-service-connected chronic 
cases and on what policy it should adopt toward care of the more acute 
types of non-serv ice-connected disabilities. 

This poses a policy problem involving vital aspects of the medical 
program. At least 75 percent of beds in Veterans Administration 
hospitals are already tied up for long periods with chronic patients. 
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The large lists of chronic cases awaiting admission are virtually en- 
tirely non-service-connected ; hence, they cannot legally be placed in 
outside hospitals. Yet to convert an additional, large number of beds 
in Veterans Administration hospitals to purposes of chronic care 
could not but substantially reduce beds available for acute, general 
medical and surgical care. This would adversely affect the t saching 
program which contributes so importantly to the quality of medical 
care in Veterans Administration hospitals and which Veterans Ad- 
ministration has struggled to build up over the past several years. 
That program needs perh: aps even more than it now enjoys of the 
broad cross section of clinical material represented by the acute, gen- 
eral medical and surgical case load. 

Inability to afford hospital care is one means established by law 
to guide the handling of non-service-connected cases. However, the 
law establishes no standards for measur ing ability to pay. Moreover, 
the law seems expressly to forbid the application of any means test 
by stipulating that the veteran’s unsupported statement be deemed 
sufficient to establish his medical insolvency. This provision of law 
may act to deter the making of applic ations for care, but it has vir- 
tually no value as a means of screening the applications which are 
made. 

In view of the foregoing, Veterans Administration can hardly do 
otherwise than to adopt a policy of taking care of as many non-service- 
connected disabilities as its capacity can absorb. This it attempts 
to do in accordance with priorities for eligibility, previously described, 
of its own making. 

The attempt to serve as many veterans as possible is, however, com- 
plicated by other legislative provisions. The law ties the continuation 
and the amount of compensation for disability directly to medical 
proof of the continued existence of disability. The law also prov ides 
for continuation of full compensation during 6 months of a veteran’s 
hospitalization, These provisions tend to raise the incidence and 
duration of medical care of veterans well above the average for the 
general a ition and to lower rather than raise turn-over rates in 
Veterans Administration hospitals. 

In the effort to reduce strength of hospital stay and thus to increase 
the number of veterans served, Veterans Administration has adopted 
a standard practice of discharging patients or of placing them on leave, 
while continuing and completing their treatment on what is termed a 

‘“non-bed-occupant” basis. At least 12,000 non-service-connected cases 
appear to have been nonbed occupants on June 30, 1951. 

The distinction between this kind of care and out-patient treatment 
(legally available only for service-connected disabilities) seems merel) 
technical. Veterans Administration authorities feel, however, that 
the practice is probabiy within the spirit of Congress’ intent, even 
though its strict legality may be doubtful. 

Basic policy governing veterans’ eligibility for care and the con 
ditions stemming from those policies have been given rather detailed 


treatment in this chapter section for one reason only: to underscore 


the necessity of establishing dependable bases in policy for estimating 
ease loads. 

Veterans Administration has too few beds, existing or planned, 
meet its pote ntis al loads under the practically limitless se cape of aah nt 
law. A mark has to be set at which Veterans Administration can ain 
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its medical program. ‘The first essential for setting that mark is for 
Veterans Administration to know definitely what patients it can or 
cannot accept. 

However difficult decisions along these lines may be, they are never- 
theless matters of top policy which need to be resolved. Current con 
ditions create variations and confusions which are extreme ly difficult, 
if not impossible, to plan for. Where Veterans Administration can 
correct these conditions within existing law, it should do so. clearly 
setting forth its policy and specifving and limiting its intent. Where 
legislation is the source of ambiguity and other difficulties of planning, 
Veterans Administration should seek clarification or revision of the 
law, ; 

Successful adoption of this recommendation will go far toward cor- 
recting a situation which has made the medical pregram the constant 
target of criticism and misunderstanding, much of it undeserved. It 
will also make it possible for Veterans Administration to discharge its 
important responsibility for soundly planning its medical program. 


De Tine the pra tical and dé fensible s¢ ope and limits of the medical 


program 


The responsibility for providing a complete medical and hospite al 
service to veterans as required by legislation has been adequately met 
by Veterans Administration. it is a laudable fact. as testified by 
many nationally recognized members of the medical profession, that 
the medical and hospital services provided veterans in the last several 
years are second to none. A much more comprehensive service is pro- 
vided than can be found in any but a few voluntary hospitals. This 
process of augmenting and e xpanding the medical and ancillary serv- 
ices, desirable as it is, is rapidly expanding to proportions that require 

‘areful scrutiny and comparative evaluation. A comprehensive and 
oline tive review of the \ ac components of this service is essential. 
Out of this review should come a coordinated program, all elements of 
which are demonstrably appropriate to the realistic medical require- 
ments of the veteran. Through such a review, policy can then be 
legitimately formulated on the scope and limits of veterans’ services. 

Among the numerous services comprising the medical program, 
there are specifically five areas of service that might well be reviewed 
for the determination of the relationship of their scope and function 
to the intent. of Congress as indicated by the existing laws. 

(1) Mental hygiene —The mental hygiene program, which is part 
of the activity of the Neuropsye! atric Division of the department, 
IS designed to ameliorate one of the severest problems confronting 
the Veterans Administration. The provision of adequate care for 
mental illness and for emotionally disturbed veterans is one of the 
greatest problems facing this agency. 

As was noted earlier in this volume. of the total 119.595 authorized 
beds in 153 hospitals as of December 1951, 52.865 are dailies ited for 
neuropsychiatric cases in 34 NP hospitals. In addition to these 
facilities and the services required to maintain them, there is a large 
psychiatric and mental hygie ‘ne program in most of the other Veterans 
(ministration hospitals as well as in the majority of the major 
linies, 

It is obvious that the patient load in this area has been very heavy, 

hat it is inereasing and that it will doubtless continue to expand 
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for many years to come. It is estimated that, by 1975, NP cases 
alone will be 111,700, with a corresponding increase in the number 
of NP beds to 116.300. 

Whatever mental hygiene can do, therefore, in minimizing the 
present and potential load should be encouraged. 

There are, however, several problems arising from present law, 
policy, and practice in this connection that require consideration and 
solution if the scope and limits of the medical program are to be 
determined. 

There is need, first of all, for evaluation of the extent to which 
mental hygiene activities should be applied to veterans in out-patient 
clinics as well as in hospitals. Granted that specific results are diffi- 
cult to appraise in many instances and that the value of mental hygiene 
is frequently intangible, there is still need to specify to what ‘extent 
Veterans Administration is to provide this service to patients, par- 
ticularly those who do not recognize that they need it, or who will 
not cooperate in its program or who actually resist apparent recovery 
lest their compensation be withdrawn. 

There is need, secondly, to evaluate the mental hygiene program 
in the light of the existing legal requirements. At present, out-patient 
clinic activity is restricted by law to patients with service-connected 
disabilities. One of the objectives of the mental hygiene program in 
out-patient clinics is to assure as much as possible the emotional re- 
adjustment of veterans so that they can remain without undue distress 
in the normal community in which they live. As a corollary of this, 
of course, is the hope that these veterans will not require hospitaliza- 
tion for emotional or mental disturbance. 

However, the exclusion from clinics of veterans with non-service- 
connected ailments or disabilities has encouraged the paradoxical 
practice of accepting them in hospitals (when a bed is available) 
where they are then given psychiatric care and mental hygiene con- 
sideration. This practice means that these patients, once admitted 
to the hespital, usually remain for considerable periods of time, thus 
adding to the already heavy and ever-increasing neuropsychiatric case 
load of the Veterans Administration. 

The fundamental objectives of the mental hygiene program—to 
achieve improvement in patients’ condition and to keep them out 
of hospitals—are thus seen to be vitiated by various stipulations of 
law or interpretation thereof. Veterans Administration should seek 
legislative reconsideration of basic policies governing both compen- 
sation and outpatient treatment as they relate to neuropsychiatric 
clisabilities. 

(2) Dental service —Another activity assuming considerable pro- 
portions in the department is the dental service. As noted earlier in 
this volume, this service is developing into the largest continuing 
part of outpatient care for veterans. Out of 747,585 new applica- 
tions for outpatient care in 1951, 364,136 were for dental care. Ac- 
tual dental examinations and treatments authorized in 1951 totaled 
484,921 and 367,868, respectively. Examinations and treatments com- 
pleted during the year were slightly less, totaling 424,807 and 348,392, 
respectively. 

Only about 39 percent of the examinations completed were by fee- 
basis practitioners, whereas 79 percent of the treatments completed 
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were fee-basis work. In this connection, 58,000 fee-basis dentists 
were paid $26,702,000 in fiscal year 1951. 

In addition to this out-patient service, it should be noted that ¢on- 
siderable dental work is also performed on in-patients in Veterans 
\dministration hospitals. 

The magnitude of this service and the extent to which it is being 
used for both service-connected and non-service-connected cases begins 
to raise questions as to the intent of the law. 

Any veteran, regardless of the nature of his medical disability, 
receives or can receive complete dental care when he becomes a quali- 
fied hospits al patient. What limits, if any should be imposed on dental 
care “adjunct to medical disabilities tending to harm the health of the 
ps atient™ ‘ 

Further, with repeat appheations approaching 40 percent of the 
total applications for dental service in outpatient clinics, it appears 
desirable to review the basic policy which not only calls for lifetime 
care of the service-connected tooth but which, through custom, also 
may extend that care in due course to a full set of service-connected 
dentures, 

There appears to be a need, therefore, for thorough study of the 
costs and benefits of such policies, together with objective and real- 
istic appraisal of what the scope and limits of this service should be. 

(3) Social service —The social service program of the medical de- 
partment now includes tasks which the department is neither staffed 
nor financed adequately to perform. 

The foster home project and the program to discourage “against- 
medical-advice discharges” give little evidence of attaining their 
stated objectives. The plan to develop close hospital-clinic coordina- 
tion on preadmissions, trial visits and post-discharge work shows 
signs of floundering in excessive paper work. The plan for develop- 
ment of closer community relations by social workers for the mutual 
benefit of Veterans Administration, the veterans and the community 
has not been effective. 

In general, the greatest usefulness of the social worker in Veterans 

\dministration has been in the handling of emergency problems for 
individual patients and as therapeutic aides to clinical practice under 
medical direction. 

Basie social work policies need to be reconsidered to establish (1) 
whether it is possible or desirable to build up the service to a point 
where it can carry out the broad programs it has inaugurated or (2) 
whether it would be better simply to utilize this service where it has 
been most effective—immediately in and about the hospital and clinic. 

Determination of the scope and limits of this service is essential to 
future planning. Either the program objectives need modification, 
or additional staff and funds must be provided to permit adequate 
performance of the social service programs. 

(4) Rehabilitation—Rehabilitation is, of course, as old as good 
medicine itself, but in recent years it has been given special attention 
through concentrated study by specialists devoted to this important 
aspect of medical practice. The objective is highly laudable, and the 
program should be encouraged. 

Whereas the program is enthusiastically endorsed by top executives 

central office, it is embraced with only varying degrees of acceptance 
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in the field. The program has been especially successful in some of 
the larger general (GMS) hospitals but is probably established best 
in the NP hospitals. 

The basic problem arising in this connection is whether full-scale 
rehabilitation programs should be developed in all hospitals regard- 
less of size or type, or whether the program should be selectively modi- 
fied to meet the specific needs of each individual hospital. 

There is no doubt that all aspects of the rehabilitation program 
should be introduced in TB hospitals or in the smaller general (GMS) 
hospitals. Physical therapy is, of course, useful and beneficial in all 
hospitals. But there are other aspects of the program that have not 
been actively pursued in many hospitals, and there is some question 
whether they should or need be. 

Attention is drawn to these facts in relation to this program in no 
sense as an evaluation of the program itself or the need, but rather 
only to point up again the necessity to study ‘htae special activities 
in the medical department with a view to determining realistic policies 
for guidance and action—which will in turn specify the nature, scope, 
and limits of the medical program itself. It is through such deter 
minations that long-range planning will become valuable and 
significant. 

(5) Npecial services —The special services program, as was noted 
earlier in this volume, is a multiple activity involving several pro 
grams, such as those conducted by the voluntary workers, the canteen 
service, the recreation service, the library service, and the chapliancy 
service. 

The over-all service has been fortunate as to staff, funds. organi- 
zation, and direction. It has carried out its program zealously and 
with completeness. However, the general impression among many 
of the doctors in the field is that this service tends to be too elaborate. 
with some questions raised as to the therapeutic value of certain of its 
activities. 

A redefinition of the purpose and scope of this service, particularly 
in the light of the proposed organization change, is in order. Estab 
lishment of the scope and limits of this service to the satisfaction of 
field locations and of the Deparment of Medicine and Surgery should 
be made part of the planning of a sound and well-integrated medical 
program for the years ahead. 


> 


3. Deecentralize oO pe rational planning to medical centers in 1 cognition 
of diff ring re quire ments, 

The preceding section stressed the need for the Department of 
Medicine and Surgery to clarify conflicting polici ies or to establisl 
new basic policies for guidance and planning of its affairs. These 
policies and plans should be formulated in broad terms on basic con 
siderations only. Detailed operations planning should be decen 
tralized to and required of field stations through medical centers so 
that it will reflect and be suited to actual conditions locally in the 
individual hospitals and clinics. 

The medical advisory groups and the management of medical centers 
can be relied upon to assure that approved services are not neglected 
and that the quality of medical care is not impaired. Standard 
organizational patterns should via to actual requirements in the 
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field, and programs that create waste or other inefliciency or unbalance 
should be altered whenever necessary. 

Within the framework of over-all plans, policies, and regulations, 
operational planning should be delegated to medical centers. Potential 
and real variations between centers and between hospitals and clinics 
will thereby be recognized and realistically treated. Some of the 
areas in Which variations are likely to arise are (1) age grouping 
of veterans, (2) morbidity data, (3) services required, (4) availability 
of medical skills, (5) availability of medical facilities, (6) accessi 
bility for ‘eachtne affiliations, (7) variations in medical practice, 
(S) geography of the areas, and (9) distribution of veteran 
popul: ition. 

These and other variations need consideration in a sound and real 
istic planning process and should be evaluated where the information 
is readily available. The only restraint on medical “ nter planning 
should be through specifications or qualifications set by the central] 
office in its over-all plans, policies, and programs. 

Decentralization of planning to medical centers requires that these 
centers project case loads for hospitals and outpatient clinies in their 
respective areas, and then estimate current and future needs for beds, 
facilities, and staff to handle the projected loads. 

These estimates should be expressed in terms of average length of 
stay in hospitals for various types of cases and of average time required 
for outpatient treatments and examinations. Use of these bases will 
permit centers to prepare initial estimates of beds needed, outpatient 
clinic facilities required, and staffing patterns necessary for the 
projected tasks. 

evaluate and utilize community medical resources 

It does not follow that increases in projected case loads necessarily 
require immediate expansion of Veterans Administration facilities 
and services in any one region. Full use should be made of local, 
voluntary medical and hospital facilities during peak periods and 
for unusual anticipated load requirements. 

It follows from this that medical centers should become familiar 
with all available governmental and voluntary medical and hospital 
facilities and services in their 1 respective areas and assure themselves 

:advance of the quality and standard of the services provided in these 
Institutions. 

Medical centers should maintain schedules of all acceptable and 
ivailable facilities throughout their territories so that immediate and 
proper use can be made of them when necessary. 

A concerted effort to use these available non-Veterans Administra 
available facilities throughout their territories so that immediate and 
mands or pressures for new hospital and clinic construction, and 
tend to even out the patient load problem, which for Veterans Admin- 

stration is never likely to be stable or constant over any period of 
time. Not only will sue h a progr im be of assistance to the communiti 

hemselves and cement relations between Veterans - Iministration 

and the professional and voluntary groups, but also it will provide 
veterans with as fine a medical or hos Spits al service as ths it available to 
Ul other American citizens. 
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. UTILIZING THE MEDICAL COMMUNITY 





In recent years Veterans Administration has made a notable ad 
vance In its medical program by enlisting the close cooperation and 
support of the medical profession and the medical schools throughout 
the country. This arrangement is generally conceded to be respon 
sible for a marked improvement in the quality of the medical prograi, 
in Veterans Administration in the last several years. 

The proposed plan of organization not only recognizes the tremen 
dlous advantages thus far gained from this mutual and cooperat iv ‘ 
effort, but also offers opportunities for even greater participation of [4 
the medical profession in joint activities with the Veterans Adminis. | 
tration through the provision of medical centers and medical advisor 
vroups discussed in part LI of this volume. 

This chapter points out ways in which such medical centers anc 

groups can participate in local medical communities not only for the 
improve ment of medical care to veterans but also for the encourage 
ment of better clinical teaching and medical practice generally. Seve 
broad suggestions are made. 


1. Ewtend teaching programs to present nonteaching hospitals a 
clink 

There are presently 74 veterans’ hospitals without teaching affilia 
tions, and, of the 70 major out-patient clinics, only 3 have official res 
dent teaching programs. It should be noted that many of these hos 
pitals and clinics are not small activities but, as compared with most 
voluntary hospitals or out-patient departments, are very large and a: 
tive institutions. ‘The employees in one clinic alone may exceed 600, 
and the number of beds in one of these nonteaching hospitals som: 
times exceeds 1,000. 

Kxcellence in medical practice is of necessity the result of good pro 
fessional talent. Asa rule such talent cannot be retained, maintained 
or improved without an active medical program in which a basic el: 
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ment is the opportunity to teach and to learn on a continuing basis. fF 7 
Veterans Administration has recognized this fact when it esta! 4 
lished its many teaching hospitals and affiliations with medical schools. [7 


But since there are many hospitals still without teaching program: 
and since almost all the clinies are without benefit of such opportun: 
ties, it is recommended that Veterans Administration endeavor to e. 
tend its teaching activities to the nonteaching hospitals and the clinics 
as Well, and thus make this extremely important program available to 
its entire professional staff. 

The medical centers described in part III of this report will be in a: 
excellent position to work toward this objective by bringing the smalle: 
or the specialized hospitals and clinics into the teaching orbit of the 
larger hospitals. The medical advisory groups attached to medica! 
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centers will be able to assist substantially in bringing this about. : 
* 

Develop professional staff through furnishing opportunity for sel} ; 
improvement and rotation 3 
Through a system of medical centers, staff opportunities can be i 
substantially improved. This can be accomplished through com- FF 
munitywide teaching programs, pooling of talent for best use, op- FF 


po tunities for more desirable : issignments, and better pl an ning a 
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handling of graduate study for staff along both professional and medi- 
cal administrative lines. 

With the cooperation of several Veterans Administration hospitals 
and clinics, a medical center should be able to induce professional 
personnel to serve in less attractive localities or positions pending 
transfer to a preferred location. Medical center management should 
also consider the desirability of interchange and rotation of certain 
staff members at suitable intervals for purposes of improvement, de- 
velopment, and ultimate advance. 

Medical centers and hospitals should also consider ways and means 
of improving the caliber of clinic staffs. The organization affiliation 
of hospitals and clinics within medical centers, as described in part II] 
of this volume, should aid materially in bringing about such improve- 
ment. The rotation of residents, consultants, attendings, and staff 
through clinies as well as hospitals should bring about increased in 
terest in out-patient work as well as improvement of the service. 

The inclusion of clinics as part of hospital and medical-center affili- 
ition should rescue this apparently isolated medical activity and bring 
it back as an essential and participating element of the medical 
program. 

3. Encourage greater utilization of prope ssional consultants 

The use of consultants by the medical department of Veterans Ad- 
ministration has been a highly beneficial and valuable service to its 
institutions. It is recommended that this practice be encouraged and 
expanded if possible so that Veterans Administration installations 
can gain increasing benefit from the use of such excellent local pro- 
fessional talent. 

Through the recommended system of medical centers it will be 
possible to use many consultants within a more localized geographical 
urea than at present, and perhaps thereby to distribute them more 
equitably as between hospitals with more consultants certified to it 
than can be regularly used and those where there are not enough 
consultants to carry the load. 

Medical centers, through familiarity with needs and availability of 
professional talent, should know where and when consultants can be 
used most effectively to assist staffs, provide specific training, and 
render service where full-time specialty staffs may not be warranted 
or available. 


h. Establish ( He tive erite ria tor N¢ lec tion of fee -basis pi ti titione Ps. 
and di 17 S¢ standards foi judging the ip pe rpormanc 

Veterans Administration has followed the practice of using fee- 
basis practitioners, practicularly for out-patient treatment. The 
problem of determining whether these services are satisfactory or are 
being rendered at reasonabie cost has been a difficult task. So-called 
controls and elaborate paper work are distasteful to the majority of 
private practitioners and tend to discourage the very men that Vet- 
erans Administration wishes to retain on a fee basis. Yet without 
ome modicum of record and control, Veterans Administration is 
vulnerable to abuse of the system and to criticism of the results. 

It is therefore necessary to establish some sort of record. But 
this should be simple and practical so as to supply reasonable pro- 
tection without cumbersome detail for the doctor or excessive costs 
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to Veterans Administration. The following 10 suggestions are there- 
fore offered. 

(1) Simplify the forms and methods—Veterans Administration 
personnel states that fee-basis reporting requirements are now barely 
adequate to permit intelligent judgment of work done. Physicians 
and dentists, on the other hand, resent what they consider the tedious 
work that is involved in even the present reports. 

Obviously the aim of Veterans Administration should be to sim 
pity the practitioner’s paper work, almost to the normal practice of 
billing for professional services rendered, and to establish other judg- 
ment criteria instead of complicated reports from the practitioner. 

(2) Maintain a preferred panel of practitioners.—A number of hos- 
ER 4 maintain a panel of fee-basis practitioners. Maintenance of 
such lists should be made standard practice and should reflect (1) ap- 
proval ot professional] groups, (2) stipulation of specialties, (3) ab- 
sence of veteran complaint, (4) absence of complaint as to service or 
fees, and (5) review by the medical center management and the medi- 
om advisory group. 

Ss) E "nist the a ration of those on the pre ferre d pane /—Private 
si ictitioners should be indoctrinated or advised in Veterans Adminis- 
tration objectives and in the part that the medical community can play 
in attaining them. Medical center management should speak before 
local medical meetings and other specialty group meetings to bring 
about understanding and cooperation. Also, a brief and simple 
pamphlet, describing the process of application, the reporting of 
services, the preparation of the billing and the handling of payments, 
should be prepared and placed in the hands of all fee-basis prac 
titioners. 

(4) Select and limit the ty pe of cases to be treated —( ‘ertain types 
of cases lend themselves to a reasonable degree of standardization as 
to treatment, time, and cost. Such cases might be set up on a standard 
list after approval by medical authorities. From such a list, cases 
can be selected for authorization on a flat-fee basis to practitioners. 

(5) Make as many initial examinations as possibl at Veterans Ad 
ministration clinics.—Such a policy will provide Veterans. Adminis 
tration with its own diagnostic information on the m: jority of cases 
and will enable it to determine within reason what medical care is 
generally required. Fee-basis treatment then need not be under ques 
tion unless it is radically in excess of expectancy. 

(6) Authorize treatment in full—Pursuant to the preceding points, 
the present and most common prac ‘tice is to require renewal of authori- 
zation on a monthly basis. Authorizations should be given for a 
Ps riod reasonably related to the expected length of treatment as indi 

ited by diagnosis. This will reduce required reports, yet still fu 
sib a sound basis for a final case review. 

(7) Carry through on interim examinations in cases of prolonged 
treatment.—This practice is in effect at present and is a sound means 
of control. The prospective check-up dates might well be better re- 
lated to the type of case treated, however, and effort should be made 
to insure that follow-up actually takes place as scheduled. 

(8) Set up a periodic case audit —With a carefully screened group 
of practitioners and a selected list of cases to be covered, an audit of 
case results and costs should be feasible. Unusual cases or those not 
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immediately acceptable on first check should be marked for special 
scrutiny. 

This special scrutiny could be performed by a committee of physi- 
cians and consultants selected with the help of the medical advisory 
group. Cases appearing irregular could thus be assured of securing 
objective consideration. 

(9) Work closely with professional groups—In taking over full 
responsibility for relationships with State medical associations and 
other agencies which negotiate with Veterans Administration for 
fee-basis medical and dental work. medical centers have an oppor- 
tunity to improve these working relations. These centers should make 
certain that checking processes are suitable and that fees paid to prac 
titioners are in line with fees in effect in the localities in which they Vv 
operate. The medical center should function as a clearinghouse, w ith 
a view to reducing the wide variations in fees now paid for specific 
services. 

Medical centers, through their medical advisory groups, should 
devise acceptable ‘procedures for the removal of a physician or a 
dentist, when necessary, from the fee-basis list. Such removals should 
be made in conjunction with ap propr late medical committees (medical 
advisory groups or deans committee) on a basis that will strengthen 


rather than weaken the medical standing of the Veterans Administra- 
tion. 





(10) Re ly substantially on medical advisor Y groups. As has been 
a ak throughout this chapter, center medical advisory groups, and 
those at individual hospitals, can be extremely valuable. Their 
knowledges of professional t: ston throughout the community should 
be fully utilized, as should their influence in professional circles. 


? 


). Neek to obt an addit jonal assistance trom The voluntary Servier S 

The proposed ] yan of organization places the ee of volun- 
tury services alae the control of the Department of Medicine and 
surgery. 

The volunta try services have give n Veterans Administration vener- 
ous and wholehearted support. Their activities, however, have been 
confined almost entirely to hospitals. Veterans Administration 
should consider expanding to fuller limits the use of these services 
outside the hospitals, as, for example, in out-patient clinies where 
volunteer workers can be used in connection with trial home visits 
and the foster-home project. 

Medical center management will be in a position to work out plans 
for such additional participation by volunteer services 


as may be 
found desirable or necessar y. 


G. Establish sound relationships with sources of nonprofe ssional staff 
candidates 


The majority of persons who work in medical establishments do 
Ser Aaa work. As an integral part of the community, Vet- 
erans Administration should obtain its normal share of this kind 
of help. To that end, the medical center staff should be in touch with 
schools, agencies, and other personnel sources on matters of area-wide 
recruitment. Once familiar with Veterans Administration policies 
and programs and with an understanding of what Veterans Admini- 
stration has to offer, these sources can be helpful in solving difficult 
staffing problems in nonprofessional classifications. 
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Encourage deans committees and medical advisory groups to par- 
ticipate in formulation of policies, plans, and programs 

Members of deans committees and medical advisory groups should 
be encouraged to participate in discussion of policies, plans, and pro- 
grams for Veterans Administration medical and hospital care. Sug- 
gestions and comments from these members affecting general policy, 
plans, and programs should be conveyed through. medical center 
management to the central office. 

Through such participation of deans committees and medical ad- 
visory groups, Veterans Administration will be provided with in- 
valuable advice from outstanding members of the medical profession 
in various local communities. Members of these committees and 
groups, in turn, will become increasingly familiar with the problems 
of medical practice in veterans’ hospitals and clinies and will be able 
thereby to render a more intimate, realistic, and practical advisory 
service to Veterans Administration. 


IV. PLANNING THE DOMICILIARY PROGRAM 


Although the proposed plan of organization retains the manage- 
ment of domiciliaries within the jurisdiction of the Department ‘of 
Medicine and Surgery, domiciliary management is clearly separated 
from the management of hospitals and ¢ ‘lines. 

This separation recognizes the status accorded to domiciliaries by 
laws dating back to 1865. It also recognizes the fundamentally dif- 
ferent organization and operational requirements of the two types 
of institutions. It provides for the retainment of a clear distinction 
between members of domiciliaries and patients in hospitals. The 
proposed plan therefore follows what appears to be the intent of the 
law as it has been interpreted and applied in the Homes Service for 
S6 years. 

This separation of domiciliaries from hospitals is based on the dis- 
tinction that (1) domiciliary members should be medically adjudged 
disabled to the point of inability to earn a living and they should 
not be acutely or chronically ill in the sense of requiring continuous 
or intensive medical care, whereas (2) hospital patients should be 
sufliciently ill or disabled to require continuous or intensive medical 

care regardless of ability to earn a living. 

Simply stated, a veteran disabled to the point of being unable to 
earn a livelihood is a candidate for domiciliary care, whereas a sick 
or disabled veteran, regardless of other factors, is entitled to 
hospitalizs ation. 

The difficulty with this apparently simple distinction is that it is 
based on a fixed and static classification applied to human beings 
whose conditions are constantly subject to change. The concept, 
strictly applied, would thus bar the practic e of medical rehabilitation 
from domiciliaries because anyone rehabilitatable would be a hospital! 
patient. Likewise, the treatment of chronic cases would also be ex- 
cluded from domiciliaries and confined to hospitals. Medical services 
in domiciliaries would therefore be limited to the kind rendered only 
by outpatient clinics. 

Actually, the problems of rehabilitation of domiciliary members 
and the care of chronically ill have been overshadowing the domicili- 
ary picture. Certain members are and may well be “rehabilitated : 
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other members, as age levels rise, become chronic cases. These facts 


raise questions requiring close study and classification of the domicili- 
ary program. 

(1) Should homes or domiciliaries be expanded to become repos- 
itories of chronic cases in which only a minimal type of medical care 
s provided—in some cases only a short step beyond that now pro- 
vided for “nonduty” membership ? 

(2) Should full-scale rehabilitation effort be instituted in the home 
to return these people to useful lives in their communities? Studies 
indicate that perhaps 25 percent of the members and up to 33 percent 
of ba applicants are potentially rehabilitatable. 

3) Should the potentially rehabilitatable member be removed from 
ths domiciliary atmosphere because of the effects of institutionaliza- 
tion on initiative, morale, and incentive to improve ? 

(4) Should there be created a separate type of institution devoted 
to convalescent care and rehabilitation, thus relieving both hospitals 
ind domiciliaries of responsibility for such cases ? 

(5) Should men under 55 be declared ineligible for homes, since 
percent of the members are already over that age and rehabilitation 
such present membership is likely to be minim: al? 

(6) Should domiciliaries be used as laboratories for research in 
veriatrics, to advance the knowledge of the medical aspects of aging 
and possibly the techniques in preventive medicine that will keep 
veterans out of hospitals and domiciliaries till later years? 

These are complex and difficult questions requiring solution. Vet- 
erans are growing older. The problem will not diminish but rather 
will become more pressing as the aging veteran population requires 
more service. Assuming no new wars, another 20 years will see the 
Veterans Administration dealing almost exclusively with the disabil- 
ties of veterans over 50, 

he most reasonable line of solution, particularly in view of the 
probable magnitude of rehabilitatable and chronic cases, would ap- 
pear to be to retain the existing legal concept of domiciliaries, and 
then to develop new means for coping with the problems of rehabil 
tatable and chronic cases, 

In any case, intelligent planning of the domiciliary program wil! 
require considerable study, since it is already an activity of consid 
erable size and cost and one which is almost certain to become much 
ger and more costly in the years ahead. 


of 


V. ADMINISTERING RESEARCH 


As was noted in part I of this volume, Veterans Administration 
onducts an extensive medical research program. 

This program is directed toward four general types of research 
projects: (1) laboratory projects conducted in 60 general and 14 
racioisotope laboratories located in Veterans Administration hos- 
tals; (2) intra-Veterans Administration research projects conducted 
by full-time Veterans Administration employees in various hospitals 
and clinies or at central office; (3) special contractual research projects 

lertaken outside Veterans Administration by qualified institu- 
ons, manufacturers, agencies or individuals; and (4) research in 
orthopedic braces, prosthetic appliances and sensory aids involving 
both contractual and Veterans Administration effort. The last-named 
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program is carried on under special appropriation established each 
vear by Congress as an earmarked part of the over-all research ap- 
propriation. 

Estimated research expenditures for fiscal year 1953 will represent 


a sizable sum of money. As described in the agency’s budgeted re 
quest for funds, a total of $5,916,877 is to be spent as follows: 
Prosthetic and sensory aids__- foo ee cumnce Ret 
Research in hospitals 3 3, 424, 000 
Intra-Veterans Administration projects 2% ; 746, 000 
Contractual research ‘ = ice ded S02, OOO 
on sorts _ 5,916, 877 


A similar breakdown of research costs for years prior to 1953 is not 
readily available. In fact, during the course of this survey, very 
little detailed or specific information on research activities could be 
obtained, nor were there found any established, consistent over-all 
polic ‘ies and procedures to guide and govern research activities. 
Clearly stated policies and procedures ; and complete, accurate records 
ure essential to sound administration of a program as far-reaching and 
as extensive as this. Veterans Administration should not be without 
these essential controls. 

Consideration should be given to top research policy covering such 
items as the following: 

(1) The sphere within which Veterans Administration should con 
duct research, with full regard to the legal responsibilities of othe: 
Government agencies such as the National Institutes for Health. 

(2) A definition of research as something separate and distinct 
from normal planning and operation of the medical program fot 
veterans. 

(3) The standards by which the specific application of research 
projects to the medical care of veterans are to be measured. 

Once research policies are formulated and approved, administrative 
practices necessary to assure sound functioning of the research pro 
gram should be established. Suggested practices follow. 

Proposals for research projects should be channeled to the Assistant 
Chief Medical Director for Research in one of two ways. Broad proj 
ects, regardless of source, should be tendered individually, moving 
up\ ard along organizational lines or submitted directly from out 
side sources. Projects properly a part of local clinical programs 
should be incorporated into the center research program. These 
should be submitted to central office in time to permit review of each 
projec { prior to preparation of the annual budget. 

The review process, to permit a wise choice of projects, should 
measure proposals against all of the following criteria: 

(1) Potential utility in improving veteran care. Projects not meet 
ing this paramount standard should be referred elsewhere. 

(2) Best advice inside Veterans Administration from advisory 
groups all up the line as well as from staff planning specialists. 

(3) Best advice outside Veterans Administration from National Re 
search Council and others qualified and interested. 

(4) Justification of cost and time proposals in comparison with 
similar work done elsewhere. 

(5) Availability of adequate staff and facilities. 

(6) Suitability of joint projects undertaken in cooperation with 
other Federal agencies and with institutions. 
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The Assistant Chief Medical Director for Research should prepare 
the research program in two sections, one for the intra-Veterans Ad- 
ministration and contractual projects that he himself will administer, 
and the other for hospital programs to be carried on under medical 
center and local jurisdiction. Projects should be described separately 
and the estimated cost of each tabulated and justified. Titles should 
give an accurate and clear description of the purpose of the project. 
The ultimate program should be reviewed by the special medical ad- 
visory group and approved by the Chief Medical Director before pass- 
ing to the Administrator’s staff for inclusion in Veterans Administra 
tion budgets and for his approval. 

T hroughout discussion with the Bureau of the Budget and Congress. 

fill information on the program should be on the table. Congress 
hed know the purposes of research as well as the amounts required. 

The research program as presented should justify requests for funds 
in terms of firm commitments to perform a series of definitely defined 
projects during the period covered by tha eereiee be propriat tion 
In addition, assurance should be given that research funds will be de- 
voted solely to the execution of the projects listed, aniaeae witabiiah: 
ment of adequate controls over appropriated fund expenditures. 

After appropriation of funds, the Assistant Chief Medical Director 
for Research should allot funds to medical centers and tal ce direct 
charge of funds for projects remaining under his direction. He should 
receive periodic reports on the status of funds alloted to centers, where, 
in accordal hnce W ith gener: al policy yy, researc h funds sho ld he accounted 
for separately and where services furnished by operating units should 
be charged against research in order to establish true costs. 

The Assistant Chief Medical Director for Research should check 
research projects through reports of progress and make final evalua- 
tion. 

He should personally, or through qualified designees, regularly in 
spect projects of major scope. He should decide whether or not 
requisite progress is being made and should recommend discontinuance 
of projects that are obviously nonproductive. 

From reports and from his own knowledge of project results, he 
should prepare recomme ndations on the utilization of research results 
in the program of medical care for veterans. To assure soundness of 
these recommendations, he should avail himself of the same sources of 
odvice that he utilizes in the initial screening process. 

The recommendations set forth a this chapter have been discussed 
during the course of this survey with the management of Veterans 
Administration and ef the Department of Medicine and Surgery, as 
well as with the newly up pointed Assistant Chief Medical Director for 
Education and Research. It is understood that the recommendations 
are now well on the way to being put into effect. 


VI. PROGRAMING CONSTRUCTION OF FACILITIES 


The present locations of Veterans Administration hospitals have 
little reference to criteria which might normally be expected to govern 
the planning of a national hospital system. Some hospitals have been 
inherited from predecessor oreanizations of Veterans Administration 
or from the Armed Forces. Veterans Administration has made every 
effort to use existing facilities inherited from ro agencies, even 
though these facilities frequently are not ideal or well suited to its 


DSS MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


purposes. The construction program is a product of many considera- 
tions, and Veterans Administration is by no means solely responsible 
for all the determining elements. 

As a result, Veterans Administration is frequently faced with 
problems of patient load balance in its various hospitals as well as 
with problems of staffing these hospitals. It is a problem of either 
too much or not enough in specific locations. 

Authorized beds are not always activated, and even when activated 
often are not required. A few random samples, as of December 31, 
1951, point up the problem of existing available facilities as against 
actual utilization. 


Authorized Activated 


I< ; > 
beds Patients 


Hospital 





Temple, T'ex-. binee 708 

Fort Harrison, Mont.....--- 26% 225 153 
Minot, N. Dak ion 89 69 
Fargo, N. Dak---- 152 105 
Jackson, Miss ; — ‘ e- 7 440 | 310 
Buffalo, N. Y b.dusailaaus ak = ‘ 859 | 574 


There are other instances where the location, size, or type of hospital 
is not well related to actual needs or to the availability of potential 
staff. The primary reason for the unavailablity of 4,644 existing beds 
on June 30, 1951, was shortage of staff. Hospitals are sometimes con- 
structed where they compete with outside facilities which have been 
adequately serving veterans in the past. 

Existing facilities under the direction of Veterans Administration 
therefore cannot be said to be the result of thorough long-range plan- 
ning according to realistic estimates of patient needs or staffing 
requirements. 

Much improvement is in evidence within the last few years, but the 
future should be clearly anticipated with the application of clear poli- 
cies governing the location, type, and number of beds, as well as the 
other facilities and staff requirements to serve veterans effectively and 
economically. Such policies should be well supported by fact and 
practical criteria so that Veterans Administration will be allowed to 
plan and carry out intelligently and economically this highly im- 
portant and enormous program for the good of the veteran and the 
country generally. 

Another problem in the construction program has to do with the 
actual design of the hospital itself. Considerable friction has existed 
in the past between those responsible for design and construction of 
hospitals and those responsible for their operation. This friction 
resulted from both lack of appreciation of medical and hospital re- 
quirements by construction personnel and lack of understanding of 
construction and design problems by the medical and professional 
groups. Fortunately, this condition has been alleviated to a very 
large extent within the last year, and with installation of the new 
plan of organization and the operational recommendations of this 
aaa there should be little or no difficulty in this connection in the 
future. 

The primary source for determining what is necessary from a con- 
struction standpoint should be the field stations themselves. Stand- 
ard plans and professional specifications are needed, but emphasis 
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should be placed on individual requirements and conditions in the 
field. 

The necessity for coordination is of course evident. It can be 
achieved by center and local management working with construction 
people while plans are being made and while building is in progress. 

This chapter outlines a few additional suggestions that will assist 
the various persons concerned in achieving satisfactory results from 
the standpoint of both the medical profession and the construction 
people. 

1. Establish the construction program 


Requests for major construction to meet the needs of the Depart- 
ment of Medicine and Surgery should be initiated by center manage- 
ment where local conditions are thoroughly understood. These 
requests, adequately supported by facts, should be submitted through 
the Assistant Chief Medical Director for Operations to the planning 
staff. The type of facility required and the general location should 
be determined and established by the Department of Medicine and 
Surgery based on analysis of these data. 

When a project which will require the services of the Construction 
Department has been tentatively approved, the planning staff of the 
Department of Medicine and Surgery should request preliminary 
design by the Construction Department. Representatives of that 
Department should visit the proposed location of the project and 
(liseuss with the Medical Center and local management the require- 
ments and essentials for a proposed lay-out. These representatives 
should examine the site, note the requirements for architectural con- 
formance to other buildings, consider provisions for utilities, and take 
areful notes of the various requirements stipulated by local manage- 
ments. In short, they should gather the data necessary to prepare 
reasonably complete plans and reasonably reliable cost estimates. 

When field investigation of a project has been completed with 
igreement on general lay-out, the Construction Department should 

‘view the results with the planning staff of the Department of 
Medicine and Surgery as to adequacy of provisions for each specialty. 
Differences between the field and the planning staff should be referred 
to the Assistant Chief Medical Director for Operations. When ten 
tative agreement is reached, the Construction Department should 

culate project costs and prepare preliminary sketches and specifi- 
ations. ‘These should be submitted to the planning staff for review 

id approval. 

With estimated costs determined, the planning staff of the Depart- 
nent of Medicine and Surgery should establish priorities for con- 
-truetion by center and by project in accordance with comparative 
eeds for the additional facilities and should formulate a proposed 
struction program. The construction program, as at present, 

iould be kept separate from operating programs in budget estimates. 
) Obtain approvals of the program 


After the program has been agreed upon, the Construction Depart- 
ient should assign a project engineer to follow each project to com 
Netion. He should work closely with center management and the 
ianning staff in the development of working drawings to assure 

equate provision for required deviations from standard design. 
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After full agreement and concurrence on working drawings has been 
obtained, the project should be submitted to the Assistant Chief Med- 
ical Director for Operations, the Chief Medical Director and the 
Administrator for approval before the program is presented to the 
sureau of the Budget and to Congress. 


Maintain a project record and use it for pollow-up 


Deering the considerable interim period which usually separates 
program planning from the start of construction, the planning staff 
should maintain records of changes in requirements, problems affect- 
ing the project, and probable variations in cost. 

Pe / te ct plans with local coo pe ration 

After authorization of the project and the appropriations, the Con- 
struction Department should cooperate with center management in 
working out details of lay-out and equipment. It should prepare 
construction plans for each project in the order of priority. Final 
plans should have approval of both center management and the plan- 
ning staff of the Department of Medicine and Surgery before construe- 
tion starts. 

Provide for local participation during construction 

The Construction Department should appoint a superintendent for 
each project. It should arrange for bids and select contractors. As 
the work proceeds, the project superintendent and other representa- 
tives of the Construction Department should work closely with local 
management to assure meeting as many of its needs as possible and 
to permit local maintenance and utilities employees to become familiar 
with what they will be called on to care for. At the same time, the 
project engineer should keep the planning staff fully informed of 
progress and of requested or required changes in plans. 


G. Accept completed construction upon the approval of center manage 
ment 

New construction when completed should receive the approval of 
center management as well as of the Chief Medical Director and the 
pene re pest Thereafter, requests for change should be thoroughly 

scrutinized, if necessary, by the Administrator, and responsibility 
for error in oi inning should be clearly fixed. 

The foregoing comments have dealt with hospitals. The same gen- 
eral procedure should apply to homes and canteens. The Director 
of Homes should present annual proposals for home construction 
based on his estimates of case load throughout the country. He should 
act, as does the planning staff with respect to hospitals, up to the 
point where propos: als become part of the construction program, The 
Director of the Canteen Service likewise should present his program, 
with the concurrence of appropriate hospital and home managers. 
The coordination of home and canteen plans with those for hospitals 
should be the responsibility of the Assistant Chief Medical Director 
for Operations, under the direction of his executive officer. : 


VII. IMPROVING ACCOUNTING, BUDGETARY, AND COST CONTROLS 


The proposed plan of organization will require a certain number of 
records and reports enabling operating management at all levels to 
obtain timely and pertinent “facts on which to take informed action 
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either to improve performance or to take advantage of outstanding 
accomplishment. 

The present accounting, budget, and cost systems are examined in 
this chapter. Suggestions are made for establishing records and 
reports capable of ‘furnishing necessary information for operating 
control without unduly burdening field operations. 


1. Install a single, integrated system of internal accounting 

At present, Finance Divisions in hospitals and homes maintain 
three separate sets of records: 

(1) An allotment ledger detailing the transactions for each object 
classification (or subdivision) for each program for each applicable 
a ition under each appropriation. 

2) A general ledger containing, in summary, all transactions oc- 
cutie ata station. The status of allotments is summarized in four 
groups of accounts by limitation under each appropriation. 

(3) A set of cost work sheets and reports, redistributing the trans- 
actions according to certain operating units and including the dis- 
tribution of charges from inventories. 

These three separateiy maintained records should be combined into 
one accounting system. It should furnish all of the presently required 
answers and, in addition, should become the basis for cost and operat- 
ing control reports. 

Code charts in M4-13, part VIT, of the Administrative Accounting 
Manual contain practically everything required to set up a unified 
accounting system. Object classifications and subdivisions are suffi- 
cient to cover most of the needs for detailed expense distribution. 
Limitations, with only slight change, can be matched to major object 
classifications to serve as a control over expense distribution. 

Allotment recording should be confined to programs, subdivided 
into limitations. Obligations in object classifications should be ac- 
cumulated to agree with limitation totals, thus satisfying legislative 
requirements as to limitations and objects. 

A new group of accounts, to supplement present object classifica 
tions, should cover transfers of expense between programs or adjust- 
ments necessary to show realistic program results. 

At the same time, accounts now in the object classification chart 
which cover nonexpendable items should be segregated, so that, al- 
though included for allotment purposes, they would be set apart in 
determining operating cost. 

This would establish three groups of object classifications: (1) 
expendable items, (2) nonexpendable items, and (3) accrual items. 

The first two of these would conform to present requirements for 
allotment accounting. Groups 1 and 3, without group 2, would per- 
mit the presentation of an adequate and comparable operating sum- 
mary for each program. 

Programs, as set ~ in present codes, fail to oa clear-cut areas 
of responsibility. This should be corrected so that reports listing 
expe ndables and accruals by objects would actu seatta be statements of 
operating results, for whic h the officer in charge of . program could 
be held accountable. This would be simple to achieve. Program 
designations exist now for most of the areas of responsibility. It 

vould be necessary only to clarify some other designations which ab- 


SO] ) portions of costs ap phie: ab le to oper: ating progr: ams, 
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With a system like the afore-mentioned in effect, a report of oblig: 
tions by objec ts for a program would be a detailed report of e uteiise: 
incurred during a given acc ounting period. When consolidated, these 
expense reports would check against total obligations. If charges fo: 
supplies used and services rendered by other programs also were 
listed, the reports of expenses would become reports of operating 
accountability. 

If these reports also were to show comparison with a correspond 
ing budget, a control medium of easy utility also would thus lx 
provided. 


Establish a firm re lationship between budgets and actual operations 


The annual budget now used by Veterans Administration is pri 
marily a means of presenting needs for funds. It serves little othe 
purpose. The use of those budgets by field stations as guides to futur 
performance is not practicable. 

In order to utilize budgets as instruments of management, it is nece- 
sary to place greater reliance on field budgets, to discontinue the us 
of averaged standards and other such means for calculation, to pr 
pare field budgets more realistically in accordance with broad polic: 
patterns and fiscal probabilities and to refer recommended change 
by central office to the field for correction of local plans and programs 

The process of justifying budget requests should be simplified. To 
explain an identical expenditure four times each year, year after year, 
is a waste of time. It should be sufficient to prepare justifications fo: 
changes . the previous comparable period. Maximum attentior 
would then be directed during preparation and review to the im 
portant items in the budget—those that have changed. 

Since the planning on which the annual budget is based should by 
careful and intelligent, it should serve also for actual operations, a- 


represented by quarterly budgeting. Quarterly budgets today bear 


little relationship to the annual budget ; hence, the benefits of origina! 


planning are lost. Moreover, the same arbitrary reductions that are 


imposed on annual budgets are imposed on quarterly budgets. 

It is important, therefore, that whenever the allotment does not 
match the quarterly budget submitted, the differences be expressed i 
terms of increase or decrease in a programed activity. With such 
information, field stations will be a 
with the allotments and to do an intelligent job of operating in accord 
ance with the revised programs and budgets. 

Budgets, with these few simple changes, can and should become « 
vital control for operations and should provide a means of compat 
son between pl: inned performance and actual results, They will be 
better prepared, too, when it is known that they will become the stand- 
ard against which operating results will be judged. 

The manner in which budgets, reconciled to allotments, may be use 
for control purposes is discussed later in this chapter. 


) 


3. Obtain realistic and applicable cost data 

The emphasis of Government accounting is on the use of appr 
priated funds. As a result, Government records primarily reflec 
obligations against allotments which do not have much relation 
the cost of carrying on any specific operation. Cost, in the genera! 
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accepted sense, can be obtained only by a series of additional steps, 
not included in the present basic accounting system. 

Actually, Veterans Administration has several cost systems in force, 
independently and variously computed by finance, dietetics, or engi 
neering. None is complete according to business standards; the 
methods used to compile them are clumsy and expensive; and com- 
parisons drawn from them are frequently misleading because opera 
tions are not comparable. 

sesides, there is little allocation of administrative expense for ser 
ices rendered to hospitals. Reported charges include only labor and 
materials. Overhead is omitted, and there is no chares ry 
depreciation. 

Cost distribution between a hospital and a home sharing common 
services includes charges of us acalon salary of designated administra 

ive peop le to one or the other institutions, more or less art itrarily, 
with no variation for changing workloads of these people 

The result is that reported costs of hospitalization are not complete 
and are freauently misleading. 

Additional practices compound the problem of determining true 
costs. For example, the medical program is not credited with th » cost 
of rendering service to other parts of the agency, such as insurance 
and claims. 

The complicated cost system used by the Dietetics Service in ini _ 
quate in three particulars: (1) It does not provide acdequ: ite day- 
day information needed locally to keep costs in line; (2) as presently 
handled, it requires at least one extra clerk in every station; and (3) 
it duplic ates computi ition of subsistence costs in the Finance Division. 

Cost comparisons are frequently made where sound comparison is 
not possib ile. Costs of general hospit: ils are compare d de spite W1 le 

ariations in their teaching programs, in their distribution of beds 
between services an id in the age of buildings, type of lay-out and staf 
salary levels. Subsistence costs are compared, although the existence 
of many TB and NP beds in general hospitals, as well as wide variation 
in extent of special diets, makes such comparison inconclusive, if not 
misleading. 

Cost data and costing practices should be improved for better direc- 
tion and measurement in the conduct of this agency’s affairs. Wit] 
the type of accounting system suggested previously in this chapter, 
this task should be relatively simple. 

Cost accumulation should be the responsibility of the Finance Divi 
sion, Which should furnish other services with needed information. 
Uniformity and accuracy of practice and results should be encouraged 
by this move. 

Sound identification of costs and operating results for individual 
programs is needed. This will require (1) a reasonable allocation of 
expenses whenever one area of responsibility serves another, (2) 
charge of usage of materials and supplies to program operations, and 
(3) retention of the tie-in between the obligations incurred by each 
program activity against its allotment. The single accounting system 
proposed can readily take care of these three requirements. 

Determination of the kind of charges that are to be transferred and 
the basis for the charges should be the responsibility of the Director of 

‘ Budget and Finance Service. 
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He should review all possibilities for establishing standards, such 
as a flat hourly rate for charging out engineering costs or a fixed fee 
to be assessed for each type of physical examination. He should 
develop sound bases for comparing performance, such as comparison 
with previous similar periods or comparisons against standards ca- 
pable of being adjusted for variations at indiv idual stations. 

He should see that each program is charged for such expenses as 
were incurred at its own request, and that when common services are 
used there is reasonable allocation of their cost to the departments 
served. In arriving at hospital costs, he should determine which of 
the so-called sup ypleme ntary services should be charged. 

It is important that Veterans Administration carry transfer of 
charges and allocation of expenses to the point where the costs of 
program operations are reasonably reflected in its reports. Such a 
process should not. however, charge to proyrams any items concerning 
which the responsible program operator cannot exercise real control. 

Realistic and applicable cost data are within ready reach of Veter 
ans Administration management. They require only the fixing of 
responsibility for production of data and the following of the indi- 
cated basic rules to assure inclusion of all pertinent costs. 


VII, SIMPLIFYING ESSENTIAL CONTROL OF OPERATIONS 


The present practices of Veterans Administration to maintain cen 
trol of operations result from a strongly centralized form of organi 
zation. In consequence, the present operation is characterized by 
limitation of the power of local management to make decisions; man- 
datory prescription of the details of operating methods, designed to 
prevent deviation from approved policy and standard practice; con- 
tinual inspection of operations through an elaborate system of fol 
low-up devices to check up on conformance: and a high volume of 
long-distance communication dealing with numerous operating dec 
sions which only central authorities are permitted to mate, 

decentralized form of organization will permit simplification of 
controls over operations, while at the same time achieving better re 
sults at considera! ly less cost than is possible today. 

Veterans Administration presently employs six methods of contro! 
over operations. These are (1) ceilings, (2) procedures, (3) inspec 
tions, (4) work measurements, (5) allotments, and (6) reports. These 
methods are examined in the sections that follow, with suggestions for 
improvement. 


Abandon attempts to control operations by imposing ceilings 

A ceiling, as used throughout most of the medical program, is vir 
tually a staffing guide which includes numbers, types, and grades of 
positions. It is not entirely binding, A local manager has to sta) 
within the limits, except for certain stipulated special ceiling positions 
(a radioisotope laboratory, a medical illustration unit, an orthopedi 
brace shop). 

However, when a local manager wants to make an | organizational 
adjustment which would require additional ceiling or a shift in dis 
tribution of ce _ within his operations, he faces review by the local 
personnel officer, by the Hospital Operations Service, by the budget 
officer, by the special assistant and the director of the program an: ilvs 
staff, by the professional service concerned, by the Personnel De part. 
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ment and by Budget Service. The eventual decision goes out over the 
signature of the Deputy Administrator, rane: wre repeat requests 
may be answered by the C hief Medical Director or his deputy. Deci- 
sions ordinar ily te ake one of three forms: 

(1) The manager may add the specific positions he wants, pro- 
vided he stays within his over-all ceiling limitation (i. e.. reduces 
elsewhere). 

(2) The manager may be given an additional temporary ceiling 
with the proviso that the addition be absorbed in the existing over-all 
ceiling within 30 or 60 days. 

(3) The additional ceiling may be approved. The managers must 
prise submit a request for supplemental allotment through regular 
budget channels, unless he can handle the increase within his current 
allotment. 

This procedure is frequently, but mistakenly, considered a Bureau 
of the Budget requirement. Actually, the last-named item is ‘the only 
one requiring budgetary action; the rest of the procedure is an admin 
istrative control imposed by agency management and not customarily 
used by other Government agencies. 

Ceilings as used in connection with the medical program serve two 
purposes: To prescribe the form of organization, the assignment of 
functions and the constituency of staff within a station, and to limit 
station expenditures through limiting its payroll. 

As far as the first purpose is concerned, ceilings largely fail of their 
purpose in practice. The fact is that under pressure of necessity per- 
sons presumed to be working under one ceiling are habitually assigned 
by local management to other work for which the assigned ceiling has 
proved inadequate. At central office. the planners who establish 
ceilings have no w ay of knowing that these situations exist. Their 
plans, based on the misleading assumption that official ceilings are 
being observed, can hardly be realistic. 

Ceilings frequently provide for positions for which local manage- 
ment feels no need. Some local managers are able to use the positions 
to fill needs elsewhere, by means of unofficial reassignment, as just 
described. Others prefer to go along with the pattern and furnish 
services they don’t need. Still others let the positions go unfilled. 
This usually results in their having unexpended funds at quarter’s 
end and in consequence in a further reduction in allocations for the 
next quarter 

Ceilings do successfully restrict the total number of people that a 
station can employ. The restriction applies even though the actual 
outlay in payroll would decrease if an additional person were hired. 
This has meant, for ex: umple, that a bottleneck in a clinical laboratory 
continues because to solve it would mean hiring two low-salaried 
glass washers instead of one high-salaried technician. 

The foregoing indicates that ceilings fail of their objective to con- 
trol organization and operation w ithin a station. They lack realism. 
they hamper effective management unless evaded, and the ‘vy work to 
nu ify sound planning. The essential control they seek is a budge- 
tary one which would be better served by the use of good budgets and 
allotment controls, as proposed in chapter VII of this part. Ceilings. 


herefore, are unnecessary and can be actually harmful. They should 
be abandoned. 
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, 


~. Reduce mandatory procedures to a minimum 


Veterans Administration presently processes a tremendous volume 
of communications to the field. The three types of communication 
most commonly used are circulars, administrative technical bulletins 
and manuals. Each central office department, service and division 
develops circulars or administrative technical bulletins. The pro- 
cedure in the Department of Medicine and Surgery is briefly as 
follows: 

(1) The originating unit prepares new or revised releases in draft 
form, clears them with other interested units in the department, in- 
corporates suggestions and sends the results to the Liaison Division, 
Program Analysis Staff. 

(2) The Liaison Division checks over the material for proper 
clearance within the department and with previous issues, and for 
required review by others outside the department for possible conflict. 

(3) The originator sends the material consecutively to other units 
of Veterans Administration for approval and clearance. 

(4) After concurrence, the material goes back to the Liaison Divis- 
ion, Which reviews it and sends it for approval consecutively to the 
director of the program analysis staff, to the Deputy Chief Medical 
Director and to the Coordination Service, which reviews it for con- 
tent and for duplication of existing published material. 

(5) Coordination Service then sends it to the Deputy Adminis- 
trator, and if he approves, the release goes to Publications in the 
Contact and Administrative Services for final editing and printing. 

The Administrative Management Division of the Program Analysis 
Staff may participate in the first stages of preparation, but even with- 
out that extra step, clearance under this procedure takes from 6 to 12 
months and sometimes considerably longer. 

Manuals generally bring together related material bearing on a 
single field, although they may introduce new procedures. They may 
be written either by medical personnel or by the program analysis 
staff. Manuals of a primarily administrative nature are frequently 
written by medical personnel. 

Operating manuals follow the procedure described, except at 
when they are in final draft form they are sent to selected field 1 
stallations for pilot study under operating conditions. After 6 atic: 
to 2 years of testing, the suitably revised manual may be issued i 
permanent form. 

Two manuals, one on neuropsychiatric hospital operation and one o 
homes, are now in development. Both were initially written around 


1947, have been extensively altered and rewritten and have undergone 
field investigation. The neuropsychiatric manual may be in use 


by 1953. 
Every staff service, such as Finance, Personnel, Supply, Engineer 


ing, Ac iministrative and Special Services, employs a similar proces: 


in the preparation and issuance of its own written instructions for ob 
servance in the field. Through this process, procedures are set fort! 
in detail to cover every phase of field operations. 

The control thus established is successful. Its effect comes ver) 
close to the absolute uniformity intended. However, this very uni 


formity has reduced the field operation to a pattern of conformance 
which allows little opportunity for local initiative or executive 


judgment. 
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It is recommended that the management of the Department of 
Medicine and Surgery, once reneganeaed along the lines recommended 
in this volume, drastically modify its approach to procedures. 

Procedures should specifically define the results desired for any 
operation and should set forth the standards by which operating per 
formance will be judged. They should point the way to a simple, eco- 
nomical and expeditious manner of accomplishing the results. ‘They 

should not attempt to bring about an absolute sameness, down to the 
last detail, at every field station. They should not be so specific and 
<o inelastic that local management is deprived of opportunities to im 
prove operations or to tailor them to local conditions. 

Procedures, therefore, should be limited to two objectives. The 
first objective should be to furnish full instruction on mandatory mat- 
ters, such as legislative requirements or those of other agencies of the 
Government. They should also include requirements for absolutely 
essential agency-wide uniformity. The second objective should be 
to furnish guidance. In the latter case, the best existing methods for 

arrying out a particular operation should be described for the benefit 
a operating personnel, but these guidance procedures should not be 
mandatory. 

The Director of the Organization and Methods Service should iden- 
tify the mandatory portions of present procedures and advise field 
stat ions accordingly. All other portions of existing procedures should 

re opened up for local changes, at local option, as desirable or neces 
sury. Major changes at any station should be reported; they may 
lead to over-all improvement in procedures throughout the medica 
program. 


Replace “inspections” with comprehensive audits, constructive 1 
reviews and medical appraisal 
Officers who carry major responsibility for operating results have 
| obligation, as well as a very natural desire, not only to be familiar 
M th results but also to know just how things within their jurisdictions 
are being done. Since they cannot see everything themselves, they 
must depend on the word of someone to whom they have delegated 
uthority for getting things done, or they must rely on inspectors 
the field. 
To some extent and with varying degrees of emphasis, every large 
organization must of course rely on both these methods. As presently 
rganized, Veterans Administration relies almost entirely on inspec 
tion. There is no alternative. Under the proposed form of organiza 
tion, the reverse shou!d be true. 
It is proposed that the Department of Medicine and Surgery dis- 
pense with the present system of inspection or, as it is called, field 
supervision. Under that system, inspectors from every central office 
service visit field stations regularly to conduct detailed investigations 
of operations. Correcting defects in established procedures is not 
the object of these investigations. The emphasis is on — mance 
) procedures, which is minutely checked. Most inspectors are trained 
only to inspeet; they can render little help to local management in the 
~ohition of management problems. 
hh ispection reports are long and detailed and take considerable time 
prepare and review in central office. They give rise to voluminous 
respondence, sometimes extending over months. 
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Their volume is tremendous. In just six professional services, more 
than 300 reports a month flow into central office. At the same time. 
coverage is inadequate. Seldom is it possible for an inspector to get 
to each of the stations assigned to him oftener than once a year. 

In the proposed organization, personal follow-up by management 
executives is provided for, but on the premise that it should no longer 
be necessary to require absolute conformance to more than those rel- 
atively few procedures which can be proved to be truly mandatory. 
Three types of “inspections” should be used, according to applicability. 

(1) Comprehensive audits —Comprehensive audits should be con 
ducted by expanding the duties of the financial auditing staff to in 
clude examination of regularly maintained records and checking of 
conformance to mandatory procedures, Additional assignments in 
specific, nonprofessional areas could be added to save traveling ex 
pense and time of others, as deemed advisable. 

(2) Constructive reviews—Constructive reviews of field operations 
should be made by responsible executives in order to gain famili: rity 
with local operating conditions, in response to requests for assistance, 
as a result of analysis showing deteriorating conditions, or in con 
junction with a major policy change, a new program or a proposal 
for an important improvement. Solutions to problems should be 
attained during the review so that needed action can be taken without 
delay. 

(3) Medical appraisals——Medical appraisals should be made by 
consultants. At the center level, consultants should appraise opera- 
tions in their specialties at hospitals and clinics. Their reports should 
be furnished to local management, directed to the center manager. 
discussed with the center medical advisory group and held avail: able 
for review by the director of hospitels and clinics. The center man 
ager should periodically prepare a digest of appraisals for the director 
of hospitals and clinics, att eka copies of individual reports as 
desirable. This report should be reviewed by the center medica! 
advisory group before it is submitted to central office. 

From central office, chief consultants should make spot-check ex- 
aminations of operations in their specialties at selected hospitals and 
clinies throughout the country. Their visits probably will have to 
be limited, because of cost, to new or revised programs, lagging pro 
grams or cases where specific information is deemed necessary. Their 
reports should be directed to the assistant chief medical director for 
operations, and the contents thereof should be made known to all 
others with a legitimate interest therein, in every case including the 
appropriate specialists on the planning staff of the Department of 
Medicine and Surgery. 

The foregoing methods of “inspection,” in connection with the close 
operating supervision provided for by the proposed form of organ- 
ization, should be ample to assure effective operations. 


Provide for better direction and application of work measurement 

Work measurement techniques have been widely applied in some 
areas of Veterans Administration’s medical administration, such as 
finance and records management. The technique is generally a good 
one. The proposed form of organization will permit of its bette: 
direction and application within the medical program, once re: al 
understanding of its potentialities has been established at all levels ot 
management, 
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Largely because of communications difficulties and the restrictive 
controls inherent in its present form of organization, Veterans Ad- 
ministration has encountered difficulty in trying to make work meas- 
urement effective. Even where work measurement is accepted in the 
field, little can be done to improve conditions as long as ceiling and 
procedural controls combine to prevent effective local action. 

Unfortunately, too, work measurement data have sometimes been 
used by central office as bases for averaged formulas governing cal- 
culation of budget require ments and ceilings. Since a good many of 
the measurement factors are not uniformly applicable to all locations 
and the methods of accumulation of measurement data cannot be relied 
upon to produce uniform answers, this use of work measurement has 
resulted in unrealistic decisions which have caused local management 
to resist extension of work measurement techniques. 

Properly applied, work measurement is a useful means of control. 
[t could-be used more extensively to set standards against which exist- 
ing conditions could be evaluated. It should, however, never be used 
by itself for setting budgets or fizing numbers of personnel. Those 
are planning functions. 

Present applications of work measurement should be restudied, with 
an industrial engineering approach, to make the factors selected and 
the methods employed more clearly applicable. Local management 
should then utilize the improved tec hniques to check operations, to take 
corrective action where indicated and to estimate needs to meet changes 
in work loads. Approached thus, work measurement techniques might 
even be used effectively to improve certain medical operations, such 
as those in clinical and radiological laboratories. 


Use allotments to extend budae fary planning, and see that they 
r'¢ aistically meet program re quire ments 
Each fiscal vear, after Congress has appropriated funds for Veterans 
Administration, the Bureau of the Budget allots a proportion of the 
appropriation to the agency quarterly. In turn, allotments are made 
quarterly, in central office, for each field station. These allotments 
reflect not only the reductions imposed on requests for funds at the 
various stages leading to appropriation by Congress, but also the 
vi with holding for contingencies of appropriated funds by the Bureau of 
he Budget and the agency. The significant defects of this procedure 
re that (1) field management is kept inadequately informed of plans 
to restrict funds and is almost never consulted about them and (2). 
consequently, allotments are frequently unrealistic. 
Under this procedure, specific amounts are set up for each of the 
many programed activities in each field station. These amounts 
re the limit of expenditures permitted for each activity. This estab 
lishes a powerful and enforceable control. However, as a result of the 
process outlined above, allotments are not always made in the amounts 
that the station has planned for in its quarterly budgets, nor do they 
n all instances provide sufficient funds to support an operation which 
Has oe ordered performed by central office. Fr requent requests 
for transfers of funds and for additional allotments are the natural 
reat of these conditions. 
Soundly formulated allotments can and should be top management’s 
Major control over operations. They can readily be made to perform 
that service if used as integral parts and extensions of the program 





of budget improvement and the use of budgets as the major means 
of judging program performance which were proposed in chapter VII 
of this part. In short, the amount of money that a station will have 

‘ach quarter should be established at the time the budget is planned, 
and allotments should correspond to the budget as established. If 
reductions are essential and do not represent funds arbitrarily with 
held, programs should be modified accordingly by field station and 
central office management jointly. If allotments are so used, loca! 
management can then be held really responsible for conducting oper 
ations within established allotments, an advantage to top management 
which is lacking today. 


Adopt a simplified report structure, more useful for control « 
operations 


Reports on the medical program now serve two primary purposes. 
Financial reports satisfy general governmental requirements govern 
ing accounting for appropriated funds. Almost all other reports ar 
designed to furnish central office with detail, mainly statistical, of op 
erations such as will justify budget requests or satisfy congressiona| 
and other demands for information. Serving the foregoing purposes, 
most reports are relatively little used in the actual direction of opera 
tions. In particular, field management seldom has occasion to refer 
to them or to initiate action stemming from information they contain. 

In fact, a report which permits appraisal of performance against 
standard—as the monthly dietetics cost report does—is rare. “Very 
seldom does receipt of any other financial or statistical report touc) 
off inquiry or corrective action at any level of organization. 

Largely because of attempts to satisfy demands for information 
from Congress and other sources, reports are exceedingly numerous. 
The Department of Medicine and Surgery alone requires 30 recur- 
ring reports from field stations. Of these, 16 are monthly, 1 is weekly, 
and 1—Record of Hospitalization—is prepared daily for every patient 
discharged who was hospitalized for a year or who was included i) 
one of the special studies which are instituted from time to time. 
Demands for specialized information are frequent. In fiscal year 
1951, the program analysis staff sent out requests for 50 reports of 
this kind to each field station. The demands of other department; 
multiply the reporting burden of field stations. 

In the proposed form of organization, reports should be kept at 
minimum, both in number and in length. They should, moreover, 
provide the pertinent financial and factual information needed | 
operating management to review performance adequately and to t: ike 
action to correct unsatisfactory conditions. 

Reports should embody the ‘widely accepted practice of control |) 
exception. They should point up items which, by comparison wit) 
previous periods or with standards, appear considerably higher or 
lower than they should be. 

Management should direct first attention to those variances, in orde! 
to correct promptly the worst situations or promptly take advantage 
of the best situations to extend their benefits to other, similar activities. 
Items reasonably in line should be assumed, in the absence of other 
evidence to the contrary, to be in satisfactory operation. This wi! 
permit the operating personnel of the Department of Medicine and 
Surgery to direct attention to the most important matters first. 
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The exact nature of the full report structure should, of course, be 
established by consultation and negotiation with operating personnel 
who will use reports for control purposes and with members of the 
planning staff who have specific needs for information other than 
control data. 

It is recommended, however, that the report structure assure that 
hospital managers receive, as necessary to adequate management, the 
following reports : 

Quarterly cost reports for the hospital, for dieteties, for local 1 
search projects, for construction under local control, and for purchase 
of nonexpendable items. 

Quarterly reports of program operating results in detail by items 
of expense. 

Monthly reports of status of allotments and limitations. 

Monthly reports of activities by services. 

Daily information as to waiting list composition, bed oecupancy, 
admissions, and discharges, examinations and treatments. 

Prompt information on personnel changes. 

Frequent information on allotments that are running low. 

Immediate notification of unusual or important happenings. 

Copies of the reports of program operating results should be fur- 
nished to the responsible program heads in the hospital. These 
should contain a comparison with allotment amounts, reconciled to 
the quarterly budgets and detailed to match the distribution of ex- 
penses. It is further recommended that center managers receive: 

Quarterly report of operating results for the center office in detail 
by item of expense. 

Quarterly cost reports for each hospital, for dietetics, for local 
research projects, for construction under local control, and for pur- 
chases of nonexpendables. 

Quarterly summary report from each hospital showing the total 
operating results for each program. 

Quarterly reports, in statistical and narrative form, of teaching 
program activities at each hospital. 

Monthly summary report of status of allotments and limitations 
from each hospital. 

Monthly reports of the activities of services from each hospital. 

Weekly information as to waiting list composition, bed occupancy 

iimissions, and discharges and examinations and treatments faan 
each hospital. 

Immediate notification of unusual or important happenings in field 
stations (if center assistance is needed, alteration in plans is involved 
or professional disciplinary cases, or medical accidents are concerned ). 

The Finance Division at each hospital should forward directly to 
the Director of the Budget and Finance Service at the central office 
Department of Medicine and Surgery a copy of the monthly report 
of status of allotments and limitations. Quarterly, each Finance 
Division should forward to the same officer a copy of its quarterly 
summary report of total operating results for each program and a 
trial balance of its general ledger, in detail, except for the operating 
results section. Quarterly, it should forward cost reports for hos- 
pital and dieteties. 

To the Planning Projects staff at central office, for appropriate 
distribution, each hospital should send a copy of its monthly reports 
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on the activities of services and such additional statistical data as 
may from time to time be specified. It should send also monthly in- 
formation on waiting list composition, bed occupancy, admissions, 
and discharges. 

To the Assistant Chief Medical Director for Research, each hos- 
pital should forward a copy of its quarterly report on local research 
projects together with such other information on projects as he has 
specified. 

The Director of Hospitals and Clinics should regularly receive 
copies of : 

Quarterly summary report from each hospital showing the oper- 
ating results for each program. 

Quarterly cost reports for each hospital. 

Quarterly report of operating results for the center office in detail 
by items of expense. 

Quarterly summary, in statistical and narrative form, of teaching 
program activities in each center. 

Quarterly report summarizing results of appraisals of professional 
activities by center consultants. 

Quarterly financial report for center operations, prepared by the 
Chief, Budget and Finance Division, at each center. 

Every 4 weeks, as summarized in centers, information as to waiting 
list composition, bed occupancy, admissions and discharges, exam- 
inations and treatments. Prompt reports of professional disciplinary 
cases and medical accidents. 

The foregoing outline covers the major needs for information in 
the field and in central office. It indicates the kinds of information 
deemed necessary at the various levels. Any extensive expansion of 
the report structure beyond these limits should be carefully seruti- 
nized. In many cases, the information needed by various officers can 
be combined in one report. This should be done wherever possible. 

The recommended report schedule does not agree with present re- 
quirements as to report frequency for the cost accounting report 
wanted by the Bureau of the Budget, and the trial balance requested 
hy the General Accounting Office. Veterans Administration should 
attempt to have these frequencies changed from their present monthly 
basis, as its own control purposes will be amply served by quarterly 
reports. 

This and the preceding chapter have presented an appraisal of 
present accounting, budget, cost, and control practices. A series of 
steps has been suggested by which the Department of Medicine and 
Surgery can attain an accounting plan adapted to its needs, a budget 
method that retains validity for comparative use, the kind of financial 
reports that will assist in control of operations, and simplified con 
trols and nonfinancial reports which will permit of improved admin 
istration at reduced cost. 

The next chapter on operational recommendations deals with de- 
velopment of a constructive personnel program within the proposed 
Department of Medicine and Surgery. 


IX. DEVELOPING A CONSTRUCTIVE PERSONNEL PROGRAM 


The proposed plan of organization for the Department of Medicine 
and Surgery provides for a personnel service. This is something 
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which the Department has never had before. It has np en proposed in 
recognition of the size of the medical program, with its 129,000 em- 
ployees representing almost 73 percent of the ani’ s "staff and its 
56 500 positions in 650 classifications, and in recognition also of the 
complexity and pressing nature of its personnel problems. 

This chapter deals with the principal operating aspects of the task 
which the proposed personnel service will face. 


1. Gain acce ptanc ¢ for propose d decentralization 

Of all the moves recommended to achieve decentralization. that 
affecting personnel administration can be expected to be one of the 
most difficult to accomplish. Centralized classification, selection and 
placement, promotion and transfer of staff in the field characterize the 
agency Ss presént pli in of organization and form the cornerstone of its 
control of operations. To be effective, decentralization of responsi- 
bility for personnel actions will require experienced and well-trained 
administration within the department and the development of under 
standing and acceptance on the part of department executives in 
central office as well as in the field. With respect to the first require 
ment every effort should be made to obtain from the Personnel De ‘part- 
ment the experienced talent required to staff the Personnel Service of 
the Department of Medicine and Surgery, in recognition of the fact 
that this personnel activity is the largest and most complex of any in 
the agency. 

The second requirement undoubtedly will be more difficult of attain- 
ment, because of the well-established habits of tight. centralized con- 
trol over all personnel actions. The plan of operation best suited to 
the proposed organization structure requires that personnel action 
initiated at one level of the organization be reviewed and approved 
at the next higher level of organization. This of course means that 
many actions which central office executives now contrel and approve 
will no longer come to their attention or be within the scope of their 
prerogatives. The Director of the Personnel Service, the Assistant 
Chief Medical Director for Operations and the Chief Medical Director 
should devote considerable time and attention to the development of 
understanding and acceptance of this basic policy of delegation of 
authority over personnel actions on the part of central office executives 
and to education and training of field executives in the handling of 
these new responsibilities. 


Dy i¢ lop high-l vel diié dical administrative ski7/s 


Edueation for professional work is one of Veterans Adminisration’s 
outstanding accomplishments. Training in various specialized an- 

illary techniques is also well established. 

On the other hand, training of personnel in medical administration 

as been neglected, even though there is great need for it. 

The current training program for assistant hospital managers is a 
step in the right direction. It should be modified and enhanced, to fit 
uto the proposed organization pattern, by being constituted a full. 
scale program for development of hospital managers. It will help in 
this direction to take greater advantage of provisions of Public Law 
“93 permitting establishment of special boards for purposes peculiar 
to Veterans Administration and granting concessions for tuition and 
ravel for education in medical administration. 
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Veterans Administration’s entire medical organization should be re 
viewed for candidates for station managers, center managers, top op 
erating officers, and the key administrative posts which support then 
and furnish candidates for them. The men presently qualified fo: 
those spots are universally well along in years. The problem of thei: 
replacement is imminent and grave. Organized selection and train 
ing of candidates therefore should be intensified. 

In establishing qualification standards for candidates, the need fo. 
competent management in an institution as large as this one and with 
such great publie 1 responsibility should be recognized : as paramount. 

Ability to manage medical affairs should be “the only indispensable 
prerequisite for a management post. ‘The possession of any kind of 
professional degree, or of any degree at all, should be neither a prere 
quisite nor a bar to appointment or to selection for training leading to 
appointment. While a candidate’s educational background should be 
considered, it should assume second place to his knowledge, skill, and 
demonstrated abilities as a manager. 

Once candidates have been selected, no reasonable effort should be 
spared to test their abilities, broaden their experience, and develop 
them by placing them in positions of responsibility. Management 
should become reconciled now to the fact that, for a considerable time 
to come, it will probably be necessary to promote executives before 
they are quite ready for promotion, to rearrange established patterns 
of operation to make room for men who need the training and deserve 
advancement, and to offer inducements for individuals to make the 
sacrifices which the development program will entail. 

This approach and this attitude, strongly supported at the top, are 
essential. Once this attitude is adopted, many of the difficulties of 
this most serious management problem of the medical program can be 
anticipated and overcome. 


Revamp and integrate the salary structure 


If Veterans Administration is to obtain and retain the number and 
kind of employees it requires, it will need to restudy the equity, logic, 
and incentive factors in its over-all salary structure. 

The problem is complicated by the variety of laws and regulations 
surrounding this function of the medical program. Yet, with co 
ordinated leadership, the obstacles to a soundly graduated and logi 

cally defensible salary structure should be surmountable. 

As indicated in volume IIT of this report, responsibility for classifi 

cation, under the proposed organization, is delegated to each program 

department. In the Department of Medicine and Surgery this re- 
sponsibility, in turn, should be largely delegated to the medical centers 
and field stations. Within the limits of regulation and policy, local 
management should restudy jobs and possible combinations of jobs 
and rearrange duties to meet local work demands. Changes, of course. 
should have the approval of center management before they are made 
effective. 

Classification of the realined jobs should then be undertaken by 
trained technicians not only familiar with the basic regulations but 
also in close touch with local conditions. Necessary uniformity, easily 
maintained within a center, should be assured throughout the depart 
ment by regular reviews conducted by Personnel Service. 

The objec tive should be to arrive at a soundly evaluated salary struc 
ture, progressing step by step from the bottom to the top of the medic: al 
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soe © organization. In this structure, all jobs—professional, administra- 
ain » tive, technical, clerical, and other—should find their proper places. 
aa Bo Admittedly no small task, this should nevertheless be undertaken 
thei: | promptly. It will involve deciding: | ak a 

bain ; (1) The extent to which the provisions of Public Law 293 can and 

> should be extended to other employee groups in the professional serv- 

ed fo - ices area. ; ( 
dwith [9 (2) The extent to which extra services should be compensated for 
sunt, fa When performed by professionals in supervisory positions. 
nsable fam (3) The limitations which should be placed on granting additional 
oe of | compel nsation to professionals who have acquired high status in their 
prere- fm pe ae ; ; 
ling to fa 4) The common standards for evaluation which can be established 
uld be fag te ase ‘ranking of professional and nonprofessional jobs within a 
ll and pam Single scale. 

? U pon these basic decisions will depend the practicality of the salary 
uld be fa ‘ale which is essential if inequities, which can rapidly grow into 


problems of major proportions, are to be avoided. 


leveloy 
Almost unavoidably, any such combined and integrated salary plan 


yremernt 


Sites, fl ' will require changes in present laws or regulatory “practices. “These 
before Man che anges should be promoted with determination. 

hoe el } Positions under civil service follow Government-wide regulations 
leserve [a @S to grades and increases within grade. These are, howev er, subject 
a £. | to revision or modification to fit specifie circumstances. There is 


always opportunity to bring before the Civil Service Commission 
situations in which the regulations are impairing services which 

+ bagi Vv Ad d ler, and to seek adjustme 

ities of fam eterans Administration is required to render, and to seek adjustment 


Ni Dia eld. sale 


that ‘be and relief. Such situations should be promptly reported up from the 
ty , field through organization channels, so that top attention can be given 
) to dealing thereon with civil-service authorities. 
| Within the professional areas covered by Public Law 293, grades 
er and ba are based on status attained, not within the organization, but in the 
», logic, » profession itself. Thus, nurses’ salaries i increase as extra credits are 
: corel through outside study. Doctors receive a salary bonus of 25 
lations | | percent for board certifies ation and are graded on length of experience. 
ith co ) ‘These practices should be carefully reviewed to determine their sound- 
1d log » ness and justification in the light of their effect on the basic salary 
} structure of the department. 
classifi » Consideration should be given to the development of more equitable 
rograi ) compensation arrangements through greater emphasis on the level 
this r s and breadth of organization positions held, even within the profes 
centers © sional area, Spec ialized administrative responsibilities, not now 
vy. local » clearly delineated in position descriptions, should be recognized in 
of jobs ; the sal: ary structure and compensated for through skillful classifica- 
‘course, | tion work. There is precedent for this in Public Law 293, particularly 


re made with reference to salaries accorded present area medical directors. 


These suggestions will need thorough study. They appear to offer 





iken by e good opportunities for correcting compe nsation situations which are 
ons bu t cure affecting morale. 
& ‘ sa 4 
y, easily © 4. Augment effectiveness of selection, placement, and administration 
depart : of staff 
» ‘To get the most out of efforts to develop people and to pay them 
‘vy stru 4 


properly, the basic work of choosing well-qualified staff and handling 


medical "eit intelligently must be done well. 
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Throughout the medical program complaints are heard that low- 
caliber employees are being placed in administrative jobs at all levels. 
Some of this is due to general economic conditions, but much of it 
comes from the practice, established by civil-service regulations, of 

“bumping” one employee by another who has more retention points. 
Basically, this is a problem of establishing more definitive position 
qualification standards which perforce will preclude “bumping” by 
unqualified employees. 

A program of developing more specific qualification standards 
which thoroughly reflect job requirements and contain real means of 
measuring candidates in terms of those requirements should be under- 
taken as soon as the Personnel Service is established in the depart 
ment. Realistic and complete qualification standards will usually 
assure satisfactory placements. 

Under the proposed plan, local management will select personne! 
within the prescribed limits previously “outlined. However, in thi 
interests of good personnel management, it is essential that the de 
partment provide for consideration of all potential candidates when 
‘ position is open, regardless of their current location. Therefore, 
it is recommended that the Director of the Personnel Service main- 
tnin a current record of professional personnel and administrativ: 
executives and that he provide a list of candidates to local manage- 
ment for consideration in filling any such position in the local 
organization. 

Pursuant to the same objective, local authorities should be required 
to notify the Director of Personnel Service of vacancies in listed 
positions, so that all qualified candidates revealed by his files may be 
considered, 

Sound qualification standards governing selection, advancements, 
snd promotions, plus adequate programs for training and develop 
ment, should provide for full utilization of qualified personnel, mini- 
mize turn-over, and stimulate employee morale. They should provide 
greater assurance that capable employees will not be overlooked whe) 
promotion opportunities develop. 

The advantages of concentrating recruitment efforts in the field 
have been mentioned previously. Close personal contacts wit! 
sources of new employees may succeed where Nation-wide campaigns 
have been unproductive. This applies particularly in labor shortag: 
areas Where civil-service registers are exhausted or contain only ma! 
ginal candidates. 

However, field stations generally cannot be staffed to conduct 
specialized recruitment drives. Therefore, the Recruitment Divisio: 
of the Personnel Department should be called upon to assist in t! 
solution of large-scale recruitment problems. It should assig 
specialists to important problem areas, to know and make use o! 
national personnel sources, to negotiate alteration of qualificatio 
standards and tests when they are factors, to induce prospects 
surplus areas to move into shortage areas and to advise on recruitmen! 
methods and sources at all times. With such assistance, field 1 
cruitment efforts should be more consistently effective. 

Another phase of personnel administration which should be give 
attention is performance rating. In some respects the operations o! 
the Department of Medicine and Surgery require standards of per 74 
formance measurement which differ from those applicable elsewhere. 7 
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Hence, the Department should develop and submit for approval a per 
formance rating plan, or plans, best suited to its needs. The assistance 
of the Personnel Department should be enlisted in this development 
work. The resulting plan should facilitate identification of those 
employees who are most deserving of consideration for advancement. 

Reductions in force resulting from reductions in appropriations 
have been of such frequent occurrence in the sila al program that 
recruitment of qualified personnel is difficult. It is unlikely that 
enforced reductions will be avoided in the future. However. dele- 
gation of responsibility for selection of personnel to be removed to 
local management should minimize the adverse effect of such manda 
tory actions. Local management should be in the best position to 
determine which activities can be reduced or eliminated with least 
harm to the program and, in line with performance rating, which em 

ployees should be released. 

Reductions should be recognized for their real intent—to save 
money. It should never be imagined that an efficien itly oper: ited 
institution can dismiss personnel and continue to do all the work that 
it has been doing. Something must suffer. Accordingly, manage- 
ment should place its problem of curtailing costs in the hands of its 
operating personnel. It should expect them to trim and pare opera- 
tions to attain the desired savings. It should not insist on “business 
as usual.” 

In the Department of Medicine and Surgery, attempts at achieving 
reductions can best be made by management at local ame center levels, 
working in concert. Their judgme nt, based on close person al knowl- 
edge of program activities at each hospital, should be relied upon to 
produce practical methods for making the saving with the least im- 
pairment of services. 

This chapter has set forth proposals for improvements in attitudes 
toward personnel administration generally and for specific bette 
ments in training, salary administration, and selection and placement. 
Successful adoption of those proposals should give the management 
of medical affairs the foundation of a personnel program which will 
contribute greatly to the attainment of the broad objectives of the 
Department. 


X. IMPROVING ENGINEERING EFFECTIVENESS 


Under the proposed plan of organization, the Department of Medi- 
cine and Surgery assumes full responsibility for the maintenance of 
hospital and domiciliary buildings and grounds and for the operation 
of utilities. Op portunity is presented to attain the fullest benefit of 
the local engineering divisions in the service of the medical program. 

Inthe familiar pattern, centr al office authorities have exercised tight 
control over these engineering divisions. This chapter points out 
steps whereby the Department of Medicine and Surgery can improve 
Its engineering operations so as to best serve its responsibilities. 


il. G've additional Ope rating sponsib!] ity to the engineering office) 


The engineering officer should be given more freedom in using funds, 
in shaping his organization, in setting rates of pay, and in selecting the 
method by which work will be done. From these changes, improve- 
ment in performance can be anticipated. 
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(1) Fase restrictions on allotted funds —Only maintenance and re 
pair funds may now be spent at the discretion of the engineering 
ofticer. Such funds remaining at the end of the quarter are not im 
pounded and therefore may be utilized in subsequent quarters. Other 
wllotted funds are closely restricted and have been consistently 
curtailed. 

Th engineering officer has difficulty, under such circumstances, in 
meeting ‘unusual situations or in taking advantage of opportunities 
to use available manpower or outside contractual services at off-peak 
periods to undertake preventive maintenance projects. Sound plan 
ning, which could result in long-range economies, is not possible. 

On the basis of carefully studied budgets, the engineering officer 
should be authorized to use maintenance and repair funds to the best 
advantage, subject only to legal limitations and the approval of the 
field station manager. Under such circumstances he could and should 
be held fully accountable for results. 

(2) Let the engineering officer shape his own organization.—Stand 
urdized organization charts do not allow for variations among hosp! 
tals. The engineering officer should be permitted to determine the 
organization required by local situations, subject to approval by the 
manager and to budget limitations only. He should be permitted to 
increase or decrease staff within total budget limitations, according 
to seasonal or special demands. 

(3) Give him a means to combat labor shortages —Labor markets 
vary considerably. Standard rates of pay set by central office are 
sometimes low in comparison with local rates. The engineering officer 

cannot then fill positions with competent persons. Proposals which 

wield permit special rates of pay in hardship cases should be prepared 
for the approval of the manager and of the Civil Service Commission. 
[solated hospitals present spec cial c ompensation problems of travel time 
and cost. These may be solved by permitting travel allowances or 
providing quarters. 

(4) Allow him to use his judgment as to the best way of getting local 
jobs done.—Because of ceiling limitations and restrictions on funds, 
outside labor is often fired to ) help complete jobs rather than because 
it will result in a better or a lower cost job. These limits and restric- 
tions should be lifted, so that, under the manager's direction, the 
engineering officer will be permitted to determine the most. practical! 
way to complete a job, whether by local contract, purchase-and-hire 
labor or Veterans Administration employees, after consideration of 
quality of workmanship, availability of labor, and cost and time 
factors. 

2. Establish a formal preventive maintenance program 

Engineering divisions have been operating on a hand-to-mouth 
basis. Repairs, generally deferred until a breakdown occurs, are 
expensive and too often performed on a rush and temporary basis 
in the effort to avoid impairment of a service having direct effect on 
the care of patients. This practice is at its worst in the older stations 
and in those classified as temporary. 

A preventive maintenance program should be drawn up for each 
station, covering a period long enough so that its long-run economies 
as well as its out-of-pocket costs will be made apparent. In certain 
neglected hospitals, even a 5-year period may not be long enough to 
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prove economy. Nevertheless, any good preventive maintenance pro- 
vram, supported and adhered to, will eventually save money. More 
important, it will guard against the breakdown hazards now faced. 

Engineering Service at central office should develop a preventive 
program for “all hospitals and homes. Unless preventive mainte- 
nance is promptly planned and put into practice, Veterans Adminis- 
tration can expect increasing repair costs and deteriorating facilities. 


. Use the work order system to improve control of activities and costs 


The work order system, as devised for engineering operations, has 
been well used in some instances; in others, it has served only as a 
request for services. The system has potentialities which the Depart- 
me nt of Medicine and Surgery should realize to a greater extent. 

First, the preparation of a work order for each of the myriad of 
requested engineering jobs should be strictly enforced. With a work 
order covering each request, service can be scheduled to make best 
use of manpower and to best serve operating people who make the 
requests. 

Second, orders should provide information sufficient to permit 
reasonable estimating of time and material requirements in advance. 

Third, shortages of funds and of personnel should not be permitted 
to develop so as to cause backlogs of orders and break down schedul- 
ing effort. 

Fourth, operating management, not the engineering officer, should 
decide the preference in which work order requests should be granted. 
The engineering officer is forced into that position too often now by 
the limitations placed on his funds, methods and staff by central office. 

Fifth, all services over and above-normal maintenance or repair 
should be charged to the operating unit requesting them. Such costs 
are supposed to be reported now, but the effort is incomplete and 
largely wasted. The system of records and reports advocated in a 
previous chapter would offer a satisfactory means of controlling these 
charges. 

Provide for suitable inspection of utilities 

Inspections of utilities are essential. They should be extended to 

nelude regular, expert examination of refrigeration equipment, ele- 
vators , laundry devices, and electrical and steam installations. It is 
recommastidied, however, that Veterans Administration adopt, to the 
fullest possible extent, the customary business practice of obtaining 
uspection services from outside sources. They are likely to be 
equally as good as, and considerable more frequent than, the internal 
ispection system now in use. In true cost, considering safety and 
preventive benefits, they probably will prove more economical. 


). Bring drawings of station facilities up to date 


Hospitals and homes do not have up-to-date drawings of their 
facilities. The reason is lack of manpower generally and of drafting 
talent in particular. Changes which have been cleared through cen- 
tral office—and by no means all of them have—have not resulted, 
is they should have, in keeping field stations supplied with new draw- 
ings. There has been resultant confusion when construction projects 
we undertaken and mistakes when lay-outs are planned. The Con- 
struction Department, in the proposed organization, should under- 
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take to remedy this situation as promptly as possible. To do so, it 
should have full, accurate, and prompt information from the field. 


G. Establish single storeroom control wherever possible 


As prescribed by current rules, each craft carries its own stocks and 
each worker has his own tools and equipment. This multiplies quan- 
tities of supplies, tools, and equipment and undesirably spreads re- 
sponsibility for maintaining stock levels. Wherever possible, a 
combination storeroom and toolroom should be established, responsible 
for all supplies, tools, and equipment. 

The adoption of the foregoing proposals, together with the organi- 
zational shifts proposed for consolid: ating all repair work within the 
Engineering Division and transferring engineering cost compilation 
to the Finance Division, will enhance what is already a generally 
effective and locally well-run service in hospitals and homes. 


XI. ATTAINING MORE ECONOMY AND GREATER FLEXIBILITY IN SUPPLY 
OPERATIONS 


The supply officer operates under many procedural restraints which 
have their foundation in Government-wide regulations. Outstanding 
are the extremely detailed and time-consuming processes for ident} 
fication of approved sources of supply and for ‘order preparation and 
invoice review. Although Veterans Administration must comply with 
Government-wide regulations, it can modify some of its own practices 
to advantage. 

1. Relax standard stocking requirements 

Supply Divisions are now instructed as to amount of stock to carry, 
as to how much to order and when to order and as to the items that 
they may purchase. Within the limits of budgeted amounts and 
standards established by the Purchasing and Supply Department, 
local supply officers should be granted increasing freedom to determine 
quantities required for the facility and the manpower available to 
handle receipts. These officers should be permitted to regulate the 
quantities of their orders to known local needs and to order what thie 
medical staff has specified will be required, subject to the approval of 
the manager and to established policy and standards. Standards of 
inventory turn-over established by the Purchasing and Supply De 


partment should provide the over-all control necessary to good agency 
management. 


Kate na mide 7 authority for local Use of decentralized and drop 
shipme nt contracts 


Survey findings indicate that local ordering of many requirements, 
using the price advantages of national contracts, would result in 
fresher stocks, better control of stockroom workloads and better regu- 
lation of quantities on hand. The service which in general business 
practice is obtained from local warehouses of national manufacturers 
could then be obtained by Veterans Administration supply officers. 
The quality of service generally would be an improvement over that 
which stations now get “from Veterans Administration’s three suppl) 
depots, hampered as they are by long-haul deliveries and the need to 
consolidate shipments for best freight rates. The extra orders written 
Jocally under this plan would actually be less troublesome than the 
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preparation of the quarterly depot orders, which are cumbersome to 
vet together and inflexible to sudden shifts in needs. 

Reduce the number and varie ty of items carried by supply depots 

Supply depots should be retained as long as large-volume items can 
he purchased at lower cost (all expenses counted) than they can 
he obtained on decentralized or drop shipment contracts or from local 
sources. Off-season or spot purchases of subsistence items are probably 
the best ex: unples of situations where local purchases could be exte mee 
te «dévantage. Depots should also stock specification materials « 
equipment normally obtainable from manufacturers only after con- 
siderable delay. Careful studies of depot costs should be immedi: ately 
undertaken.. Where savings are not apparent, the Purchasing and 
Supply Department shoul I be requested to authorize other means of 
providing such items. 


y rans fe i've sponsibility for Ve cords OH HONG pe ndable sup plic XN to the 
Finance Division 


fe 


Supply Division in a hospital currently maintains records reflecting 
its “technical” responsibility for nonexpendable items, even though 
real responsibility lies with operating people who order and use the 
items. The records are nothing more than a property ledger. 

Supply should be held accountable for property in the warehouse. 
Once property has been turned over to an operating unit, records 
thereon should be kept by the Finance Division, which must now report 
property value and should have the records to support its accounting. 


( ‘harae once suppli N and small. erclusive ly used 7 ate iis dire etly to 
Cb pre JiN€ 

All items classified as regular issue are recorded on stock-record 
cards. All receipts and issues are posted. Included in regular issue 
are items of office supplies which are used generally by all program 
operating units. Also included are specialty items, such as dental 
burs, which are of low monetary value and have but a single user. 
Items such as these comprise a sizable list and represent a substantial 
volume of posting. 

With a little study, it should be possible to identify all items of 
this kind and charge them directly to expense upon receipt, and dis 
continue the stock record cards covering them. These items ordinarily 
should be issued immediately to points of ultimate use, relieving the 
warehouse of responsibility for them. 


XII. EFFECTING FURTHER OPERATIONAL IMPROVEMENT 


Preceding chapters have contained specific proposals for improve- 
ment of operations in specific administrative areas. This chapter de- 
tails further opportunities and points out the need for a continuing 
program of work improvement. 

[nitiate a campaign to utilize the potentialities of the fie ld for 

achie ving improve ments and SAVINGS 

The new plan of organization is designed to encourage local initia- 
tive. The Department of Medicine and Surgery should take full ad 
vantage of this plan in this respect. 
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In delegating operating responsibility to field management, central] 
office authorities should make clear that managers of field stations 
accept the responsibility for quality, quantity, and cost of operations. 
Center management, in particular, should be made fully aware that 
cost results are an important measure of competence. The center, in 
turn, should convey this attitude to local management. 

Management at every level should be free to prove the value of 
ideas which are in conformance with policy. Through experimenta- 
tion, new and better results can be attained. 

Local requirements may differ. Hence, every idea should be con- 
sidered on its own merits for application to the local situation, re- 
gardless of its deviation from practice elsewhere. 

Whenever an idea proves satisfactory and has probable application 
elsewhere, it should be conveyed to others promptly. The Organiza- 
tion and Methods Service is the logical channel for collecting and 
distributing these ideas 

T} rough” the Chief of the Work Improvement Division, the pro 
posed medical organization provides for continual stimulus and co 
ordination of efforts at work improvement. The Chief should begin 
at once to outline a revised incentive awards program which should 
incorporate an initial period during which special effort should be 
exerted to elicit suggestions for improvement and savings. His effort 
should be to produce as much improvement as possible as soon as 
possible. 

Many apparent opportunities for improvement exist throughout 
medical operations. The following remarks, by no means definitive. 
direct attention to some areas which seem to offer a chance for sub 
stantial improvement and to warrant prompt attention. 

The system for compiling dietetic costs and applying standard 
ration patterns offers opportunities for simplification. It ought to b 
possible to replace the present elaborate, complicated, and expensive 
methods by broad nutritional standards backed up by an adjustable 
total cost per ration without sacrifice of any essential control. 

Supply Division vouchers are now completed, reviewed, and certi 
hed in the Division with the process essentially duplicated in the 
Finance Division. The procedure followed by the Finance Divisio: 
has its source in General Accounting Office regulations. However, i 
should be possible to modify the procedures now being followed by 
the Supply Division so as to eliminate that part of its work which 
unnecessarily duplicates efforts of the Finance Division. 

Nursing care cards, prepared on wards, consist principally of man 
ual reproductions of doctors’ orders which have already been written. 
Space might be provided on doctors’ order sheets for nurses’ observa 
tions and for recording of medications administered. Further, it 1s 
possible that a second copy of the original medication order might 
serve as the medication record now separately prepared by nurses. 

A new admissions record is prepared on readmission of a patient. 
Where readmissions are numerous, as they are in TB hospitals, fo 
instance, much work and confusion could be avoided by reactivating 
the readmitted patient’s original record and register number. 

To withdraw his own funds on deposit with the hospital, the patient 
must fill out a request for withdrawal, a clerk must encumber the bal- 
ance, a receipt must be prepared in duplicate, and both copies must 
be signed by the patient. The patient must then obtain the funds 
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from the cashier, and the receipt must be posted as a reduction of 
encumbrance and finally posted to the patient’s account. Since the 
hospital is serving as a temporary bank, a simple banking system 
should suffice. 

A recent directive prescribes that estimated cash expenditures now 
be reported to the Finance Division at the eons of each week 
for obligation in advance. At the end of ea ) week an amending 
estimate to correct the obligation is called egg The new proce dure 
serves no really useful purpose and asks for impossible accuracy of 
planning on a matter of minor import. Its principal effect has br e 
to encourage supply officers to use formal procurement procedure for 
small items that they formerly bought for cash. The formal pro 
cedure, of course, takes longer and is more costly. Unless compelling 
reasons, not apparent during the survey, can be found for continuing 
it, this overly restrictive new cash control should be revoked. 

"The work of the Registrar Division is similar in purpose and meth- 
ods to that of the Administration Section in out- -patient clinics. It 
seems most advisable, at least to begin with, that each unit continue to 
perform most of its own functions, in the interests of best service to 
veterans. However, there appear to be opportunities, through study 
of each hospital and related clinic individually, to achieve future 
economy through integration of some work between the two units. 
The incorporation of clinics into hospital organization under common 
imanagement should facilitate improvements along these lines. 

Detailed study should be made of the content of ward administra 
tive work and of the procedures surrounding it. This might well lead 
to improved assignment of duties and to savings through elimina- 
(ion of apparently duplicated effort now taking place between Nursing 
Service and the Registrar Division. 

In some areas of clinic and ward operation, there are outstanding 
“Ppa for legitimately applying time and motion study 

uethods toward breaking bottlenecks in the work of the professional 

services. In one hospital visited, this had been done in Nursing 
Service with considerable improvement. Savings had been realized 
in effort of bed making, floor and wall cleaning, and preparation of 
sterile dressings. 

Sune opportunity seems to exist wherever high-volume opera 
tions form a large part of a professional service's work. Clinical 
aleraie procedures, the hess of X-ray prints and prescrip- 
tions, and the scheduling of clinical and therapy work offer such op- 
portunities, as do methods of food preparation and service. Each of 
these avenues should be explored for the possibility of improved ser\ 

e and lower cost. 


. Dee lop and make good use of Me thods engine ring ski i]s 

As the proposed plan of organization provides, methods engineet 
should form a Projects Division in the Organization and Methods 
Service of the Department of Medicine and Surgery. 

Their efforts should be applied in the areas of investigation out 
lined above, to develop standards of performance and to develop 
me ‘thods which would result in savings. Proposals from the field, in 
the foregoing and other appropriate areas, should be submitted to the 
Projects Division for technical consideration and approved for uni- 
versal use where applicable. 
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It is reported, for instance, that a decision has been made to install 
decentralized food service in all hospitals of 200 beds or more. Be 
fore a decision as far reaching as this is made effective, it seems rea 
sonable to require that investigations be conducted by cost-minded 
engineers in a few hospitals of various types and operating under 
varying conditions. It might well be proved that the size of the hos- 
pital is not the sole determinant of the best method of food service 
therein and that in many hospitals the installation of decentralized 
food service would lead to unwarranted expense and to less satisfactory 
rather than more satisfactory service. 

Keep at the job of improving operations 

There is no end to methods work; improvement and progress are 
always possible. Pressure on the field for suggestions should be 
unremitting. Incentives should be continuously reviewed and re 
furbished to maintain interest. Procedural check-ups should recur 
regularly, and prompt assistance should always be available as soon 
usa problem appears. There should be no let-up in the constant effort 
to find better ways to get work done. 

This part of the re port has dealt with salutary changes in attitudes, 
with changes in operating methods and with changes in policies and 
procedures which will help in soundly implementing the proposed 
plan of organization for the Department of Medicine and Surgery. 

The next and final part outlines the manner in which the proposed 
plan of organization should be installed to gain its maximum 
advantages. 


Parr V. Scuepuie or INstaLLarion 


ps obtain the benefits of the program proposed for the Department 

' Medicine and Surgery, it i necessary that the recommendations 
on organization and operations be installed promptly. Any delay in 
the installation of the program will postpone the benefits dependent 
upon adoption of the recommendations. 

The steps to be taken within the Department of Medicine and Sur 
very need to be timed properly and coordinated with the broad in 
stallation schedule for the entire Veterans Administration. Like this 
program, the installation schedule for the Department of Medicine 
wnd Surgery should provide for five phases covering a period of ap 
proximately 11 months. The five phases of the installation are sum 
marized below. 

Phase 1—preliminary preparation.—This should inelude review and 
discussion of the report with key executives in the department, selec- 
tion and indoctrination of the department: al installation officer, and 
determination of recommendations to be included in the program of 
installation. 

Phase Il—installation planning.—During this phase of the installa- 
tion, selections of executives to staff the new eae should be 
made; new or modified positions classified; facilities and personne! 
requirements determined ; and new or revised methods and procedures 
developed as required. 

Phase II Il—central office reorganization.—Changes in central office 
organization and operation planned in phase IT should be effectuated 
during this phase of the work. This should include transfer of cen- 
tral office operations to the field stations. 
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Phase IV —field office reorganization.—This should involve the im- 
plementation of the planned changes in organization and operation 
of field stations and any pilot or test applications of new procedures 
and methods of operation. 

Phase V—operational follow-up—A review of the installation to 
assure completeness and to develop any changes or modifications which 
exper ience indicates are advisable should comple ‘te the } Ins tallation. 

Details of the proposed program of installation are included in the 
following sections. 

1. Preliminary preparation 

The Chief Medical Director should be assigned responsibility for 
directing and controlling the installation of recommendations within 
the Department of Medicine and Surgery in accordance with the 
master schedule. 

In turn, the Chief Medical Director should appoint an installa- 
tion officer for the department to maintain liaison with the installation 
coordinator on the Administrator’s staff. The duties of the installa 
tion officer with regard to the internal installation within the Depart 
ment of Medicine and Surgery should be similar to those that the 
installation coordinator has for the entire installation. This would 
include development of staffing patterns, personnel requirements, pro- 
cedural changes, facilities requirements and control over the various 
installation projects. 

In selection of the installation officer for the Department of Mech 
cine and Surgery, consideration should be given to assigning the duties 
of this position to the Director of the Organization and ee 
Service. Normal functions of this central office position pare allel i 
part those of the installation officer. Furthermore, the ‘oaairimuan 
for both positions are similar, and some activities started as a part of 
the installation work will need to be continued as a regular part of 
Organization and Methods Service operations. 

After the installation officer is selected, decisions should be made 
concerning the specific recommendations to be included in the installa- 
tion. At this point meetings should be held with key executives of the 
Department of Medicine and Surgery in central office and field stations 
to present the proposed organization and operational changes. 

. Installation planning 


The detailed steps to be taken in phase IT in planning for the in 
stallation are presented on the following pages. 

(1) Select and appoint individuals for each key position. The 
abilities and personal characteristics of incumbents of key positions 
should be reviewed carefully to determine capacity to fulfill added or 
revised responsibilities and adaptability to the new management 
philosophy of operating under a decentralized plan of organization 
with operating and st: aff functions ¢ learly segregated. 

(2) Make known to the personnel of the entire department the 
moves to be made in key positions and the individuals to be appointed 
to a V positions. 

4) Organize the activities of the director of the Personnel Service 
SO iu he may assist in the revision of position descriptions and 
classifications required by the installation. 

(4) Revise position descriptions of all key jobs in the department as 
required by the recommended organizational changes; classify these 
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according to Civil Service Commission regulations or the provisions 
of Public Laws 293 and 636 of the Seventy-ninth Congress. 

(5) Prepare revised organization charts and manual pages for 
MEC +4. 

(6) Establish the Organization and Methods Service so that it may 
assist in the development of new procedures required by the installa 
tion, and dissolve those parts of the Program Analysis Staff now 
engaged in administrative management and liaison work. 

(7) Develop revisions of procedures where this is necessary. 

(8) Determine, obtain and prepare lay-outs for physical facilities 
required by the Department of Medicine and Surgery to place the 
recommendations in effect. 

(9) Hold a series of discussion meetings in both central office and 
the area medical offices to assure that the kev executives have a com 
plete understanding of the manner of operating under the new plan. 

(10) Place responsibility with each executive to effect the installa 
tion of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Department of Medicine and Surgery whose assistance is needed in 
the installation of operating recommendations. 

3. Central office reorganization 

Once the planning steps have been completed for the Department 
of Medicine and Surgery, steps should be taken to put the program 
into operation. The following sections indicate the major actions 
required, 

(1) Wake organizational moves in Chief Medical Director's office — 
The Deputy Chief Medical Director’s position as operating head of the 
department’s administration should be officially announced. This 
should be followed by establishment and announcement of the execu- 
tive oflicer’s new duties and by: 

1. Transfer of personnel administration functions now under the 
executive officer’s jurisdiction to the department’s Personnel Service. 

2. Transfer of the Office Service Section from the executive officer's 
jurisdiction to that of Central Office Management Division, Adminis- 
trative Services. 

(2) Establish the position of Assistant Chief Medical Director for 
O perations.—With the installation of this officer, the newly const; 
tuted Personnel Service and Organization and Methods Service should 
be placed under his direction. 

At the same time, an executive officer should be appointed and in- 
stalled, with the recommended duties, to help the assistant chief medi- 
cal director for operations in completing the installation of his organi- 
zation at central office. 

(3) Establish an Engineering Service and a Supply Service in th 
Department of Medicine and Surgery—Arrangements should be 
made for taking over those parts of Construction, Supply and Real 
Estate and Special Services involved in the recommended moves. 
On the establishment of these principal elements of the two services 
in the Department, subsequent moves should transfer those parts of 
Hospital Operations Service and Prosthetic and Sensory Aids Service 

required to complete the recommended Supply Service. 

At the same time, those parts of Hospital Operations Service which 
have to do with construction and equipment requirements should be 
transferred to the Construction Department. 
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(4) £stablish a budget and finance service in the Departme nt of 
Medicine and Surgery.—This step involves selecting and appointing 
subordinate officers and organizing and stafling the sections. It also 
involves absorbing the functions of those parts of Special Services 
and Construction, Supply and Real Estate now engaged in budgetary 
and accounting control work for the medical program. The Budget 
and Planning Division of the Present Program Analysis Staff will 
naturally form the nucleus of the Budget and Finance Service, which 
will also inelude the functions of the Administrative Statistics Sec- 
tion of the Medical Statistics Division of the Program Analysis Staff. 

At this time, the work of the Processing Section of the Medical 
Statistics Division of the Program Analysis Staff should be trans- 
ferred to the Central Office Management Division, Administrative 
services. 


(D) Assign the Veterans Canteen Service to the Assistant Chief 
Medical Director for 0 pe rations from S pe cial Services. 

(6) Establish the hospital and clinic operating organization.— 
This will involve installing the director of hospitals and clinies and 
establishing a direct line of reporting relationship between him and 
the area medical officers and the managers of hospitals and clinics. 
However, moves to reorganize field installations should be held in 
abeyance until the installation is ready to move into phase IV of 
its schedule. 

The establishment of the hospital and clinic Operations Staff should 
accompany the foregoing moves, and this staff should absorb the fune- 
tions of the present Operations Division of Out-Patient Service and 
of the Hospital Administration Division of Hospital Operations Serv- 
ice, Supervisory reports from the field should channel through the 
Operations Staff from this point on. 

(7) Establish the operating organization for homes—This move 
will involve the appointment and installation of a chief commissary 
officer and of a chief of the Operations Staff, who should take over 
the administrative functions of the Homes Division of the present 
Out-Patient Service. Reporting relations between the managers of 
homes and the director of homes should be established at this time, 
with reports continuing to flow without interruption to the Operations 
Staff in its new location. 

(8) Establish the organization of the Assistant Chie f Medical Di- 
rector for Planning —This will involve a series of moves, beginning 
with the absorption of the functions of the Assistant Chief Medical 
Director for Professional Service by the newly appointed Assistant 
Chief Medical Director for Planning. 

The Planning Projects Staff should then be formed, taking over the 
functions of (1) the Biometrics Section and the special assistant of 
the Program Analysis Staff; (2) the Professional Technical Section, 
and the coordinators for paraplegic affairs and medical records at- 
tached to the professional services; and (3) coordinators of training 
for the blind, TB rehabilitation and vocational guidance from Physical 
Medicine and Rehabilitation Service. 

The Board of Chief Consultants should be established in an ad- 
visory capacity to the Assistant Chief Medical Director for planning. 

The divisions of the present Professional Service and the Pharmacy 
Division of the present Out-Patient Service should be established as 
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according to Civil Service Commission regulations or the provisions 
of Public Laws 293 and 636 of the Seventy-ninth Congress. 

(5) Prepare revised organization charts and manual pages for 
MECH. 

(6) Establish the Organization and Methods Service so that it may 
assist in the development of new procedures required by the installa- 
tion, and dissolve those parts of the Program Analysis Staff now 
engaged in administrative management and liaison work. 

(7) Develop revisions of procedures where this is necessary. 

(8) Determine, obtain and prepare lay-outs for physical facilities 
required by the Department of Medicine and Surgery to place the 
recommendations in effect. 

(9) Hold a series of discussion meetings in both central office and 
the area medical offices to assure that the key executives have a com- 
plete understanding of the manner of operating under the new plan. 

(10) Place responsibility with each executive to effect the installa- 
tion of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Department of Medicine and Surgery whose assistance is needed in 
the installation of operating recommendations. 


3. Central office reorganization 

Once the planning steps have been completed for the Department 
of Medicine and Surgery, steps should be taken to put the program 
into operation. The following sections indicate the major actions 
required. 

(1) Make organizational moves in Chief Medical Director's office — 
The Deputy Chief Medical Director’s position as operating head of the 


department’s administration should be officially announced. This 
should be followed by establishment and announcement of the execu- 
tive officer’s new duties and by: 

1. Transfer of personnel administration functions now under the 
executive officer’s jurisdiction to the department’s Personnel Service. 

2. Transfer of the Office Service Section from the executive officer’s 
jurisdiction to that of Central Office Management Division, Adminis- 
trative Services. 

(2) Establish the position of Assistant Chief Medical Director for 
O perations.—W ith the installation of this officer, the newly consti- 
tuted Personnel Service and Organization and Methods Service should 
be placed under his direction. 

At the same time, an executive officer should be appointed and in- 
stalled, with the recommended duties, to help the assistant chief medi- 
cal director for operations in completing the installation of his organi- 
zation at central office. 

(3) Establish an Engineering Service and a Supply Service in th: 
Department of Medicine and Surgery—Arrangements should be 
made for taking over those parts of Construction, Supply and Real 
Estate and Special Services involved in the recommended moves. 
On the establishment of these principal elements of the two services 
in the Department, subsequent moves should transfer those parts of 
Hospital Operations Service and Prosthetic and Sensory Aids Service 
required to complete the recommended Supply Service. 

At the same time, those parts of Hospital Operations Service which 
have to do with construction and equipment requirements should be 
transferred to the Construction Department. 
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(4) Astablish a budget and finance service in the Department of 
Medicine and Surgery.—This step involves selecting and appointing 
subordinate officers and organizing and stafling the sections. It also 
involves absorbing the functions of those parts of Special Services 
and Construction, Supply and Real Estate now engaged in budgetary 
and accounting control work for the medical program. The Budget 
and Planning Division of the Present Program Analysis Staff will 
naturally form the nucleus of the Budget and Finance Service, which 
will also include the functions of the Administrative Statistics Sec- 
tion of the Medical Statistics Division of the Program Analysis Staff. 

At this time, the work of the Processing Section of the Medical 
Statistics Division of the Program Analysis Staff should be trans- 
ferred to the Central Office Management Division, Administrative 
Services. 


(9) Assign the Veterans Canteen Service to the Assistant Chief 
Medical Director for O pe rations from S pe cial Services. 

(6) Establish the hospital and clinic operating organization — 
This will involve installing the director of hospitals and clinics and 
establishing a direct line of reporting relationship between him and 
the area medical officers and the managers of hospitals and clinics. 
However, moves to reorganize field installations should be held in 
abevance until the installation is ready to move into phase IV of 
its schedule. 

The establishment of the hospital and clinic Operations Staff should 
accompany the foregoing moves, and this staff should absorb the fune- 
tions of the present Operations Division of Out-Patient Service and 
of the Hospital Administration Division of Hospital Operations Serv- 
ice. Supervisory reports from the field should channel through the 
Operations Staff from this point on. 

(7) Establish the operating organization for homes—This move 
will involve the appointment and installation of a chief commissary 
officer and of a chief of the Operations Staff, who should take over 
the administrative functions of the Homes Division of the present 
Out-Patient Service. Reporting relations between the managers of 
homes and the director of homes should be established at this time, 
with reports continuing to flow without interruption to the Operations 
Staff in its new location. 

(8) Establish the organization of the Assistant Chief Medical Di- 
rector for Planning —This will involve a series of moves, beginning 
with the absorption of the functions of the Assistant Chief Medical 
Director for Professional Service by the newly appointed Assistant 
Chief Medical Director for Planning. 

The Planning Projects Staff should then be formed, taking over the 
functions of (1) the Biometrics Section and the special assistant of 
the Program Analysis Staff; (2) the Professional Technical Section, 
and the coordinators for paraplegic affairs and medical records at- 
tached to the professional services; and (3) coordinators of training 
for the blind, TB rehabilitation and vocational guidance from Physical 
Medicine and Rehabilitation Service. 

The Board of Chief Consultants should be established in an ad- 
visory capacity to the Assistant Chief Medical Director for planning. 

The divisions of the present Professional Service and the Pharmacy 
Division of the present Out-Patient Service should be established as 
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services of the Planning Staff. The present Dental, Nursing and 
Prosthetic and Sensory Aids Services should be transferred to the 
Planning Staff at this time, as should the top policy-making and 
planning group of Special Services. 

The selection and appointment of key personnel and the organizing 
and staffing of divisions within each service should then be unde rtaken, 
together with planning for the eventual distribution of personnel in 
excess of those required by the ultimate organization of the planning 
group once the recommended program hi as been fully installed. 

(9) Established the organization of the Assistant Chief Medical 
Din ctor for Research —This will involve the transfer of the Research 
Division of the Research and Edueation Service to the Jurisdiction of 
the Assistant Chief Medical Director for Research. At the same time, 
administrative responsibility for existing internal research projects 
should also be transferred to this division. 

The present Research and Education Service should then be dis- 
solved. The functions of its Edneation Division and Medical Hlus- 
tration Division should be absorbed by the establishment of an Educa- 
tional Administration Staff under the Assistant Chief Medical Diree- 
tor for Operations. 


he I ield office reo ‘gani2 ation 


Two moves to install the recommended field organization can be ac- 
complished almost as soon as the reorganization of the Department 
of Medicine and Surgery at central office has been substantially com 

pleted. These moves are (1) establishing the field organization of 
V eterans Canteen Service and (2) establishing the field organization 
for homes. 

Establishing the field organization for canteens will require prin- 
cipally an announcement of the organizational ee including 
official establishment of the reporting relationship between canteen 
service field directors and canteen managers at hospitals and homes. 
A policy statement, clearly describing the future relationships and 
mutual responsibilities of hospital and home man: ers and canteen 
managers, should accompany the announcement. 'T he Director of the 
Veterans Canteen Service should be held responsible for properly 
handling this phase of the installation. 

Establishing the field organization for homes will first entail select- 
ing and appointing separate managers of homes which are now under 
jot management with a hospital in Veterans Administration cen- 
ters. Study of the situation at each present hospital and home center 
should then be made to ascertain how staff and housekeeping services 
common to both the hospital and the home should be distributed 
between the two managements at each location. The appropriate 
distribution of services should then be made at each location, follow- 
ing through indoctrination of management and staff of the home 
and the hospital in the mutual responsibilities entailed in the new 
working relationship. The director of homes should be made pri- 
marily “responsible for this phase of the installation, with full co- 
operation of the Director of Hospitals and Clinics. The Director of 
Homes should then follow up to see that the internal reorganization 
of homes is accomplished as planned. 

It is proposed that reorganization of hospitals and clinics be un- 
dertaken by establishing one medical center and making it fully oper- 
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ative under the new plan before complete establishment of all centers 
is undertaken. The Director of Hospitals and Clinics should have 
the basic responsibility for installing the pilot center. The installa- 
tion of the first medical center will involve these following steps: 

(1) Select the location and the manager of the center. 

| 2) Plan personnel requirements and select key center officers. 

3) Plan, obtain and prepare necessary space and equipment. 

(4) Ascertain the appropir ate assignment ot out-patient ¢ ‘linies to 
parent hospitals or to direct jurisdiction of the medical center 

(5) Hold discussion meetings (1) with center officers; (2) with 
managers of hospitals and climes under the center's jurisdiction; and 
(3) with managers of homes, canteen field operations, and veterans 
service centers who will be associated with the medical center, to 
assure complete understanding of the proposed organization and of 
working relations between and among these groups and between 
them and central office. 

(6) Indoctrinate medical center officers in the content and use of 
revised procedures. 

(7) Establish a center medical advisory group, and explain to the 
group’s members the purposes and structure of the organization and 
their place in it. 

(8) Establish the recommended relationship between center con- 
sultants and the medical center’s chief of professional services. 

(9) Establish the medical center’s budget and finance division re- 
sponsible for the functions of budgetary control and accounting as 
recommended. 

(10) Establish the medical center’s administrative division and 
have it take over the guidance of administrative, supply, and organ- 
ization and methods work recommended for it. 

(11) Appoint the engineering officer and the personnel officer. 

(12) Delegate planning responsibility to the medical center man 
ager, and have him undertake to establish the planned hospital and 
clinic combinations and to follow up other recommended organization 
moves within hospitals in his area. 

(13) At this point, undertake the program of revision and im- 
provement of operating techniques. This effort should be based 
firmly on successful reorientation of operating policy toward effective 
decentralization of management, as recommended at the opening of 
part IV of this volume. In some cases, installation of new operating 
practices may require an extended period of time for completion, but 
all of them should be started, at least, during the installation period. 
A suggested sequence of undertaking is presented below. 


Planning the medical program 


1. Establish firm policies for estimating potential case loads. 
Define the practical and defensible scope and limits of the medi 
eal program. 
4. Encourage greater utilization of professional consultants. 
4. Establish effective criteria for selection of fee-basis practitioners, 
and devise standards for judging and directing their work: 
(1) Simplify forms and methods for reporting fee-basis work. 
(2) Establish a preferred panel of practitioners. 
(3) Enlist the cooperation of those on the panel. 


—40 
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(4) Select and limit the types of cases to be treated on a fee 
basis. 
(5) Make as many initial examinations as possible at Veterans 
Administration clinics. 
(6) Authorize treatment in full instead of piecemeal. 
(7) Carry through on interim examinations in cases of pro- 
longed treatment. 
(8) Set up a periodic case audit. 
(9) Work closely with professional groups. 
(10) Rely substantially on medical advisory groups. 
5. Seek to obtain additional assistance from the voluntary services. 
6. Establish sound relationships with sources of nonprofessional 
personnel. 
7. Encourage deans committees and medical advisory groups to par- 
ticipate in formulation of policies, plans, and programs. 


Administering research 


1. Establish clear policies governing the sphere within which re- 
search will be conducted, a definition of research as separate from 
normal operation and planning and the standards of applicability 
of researc h to medical care of veterans. 

Establish positive control of research work through procedures 
in ‘approval incorporating medical center management and medical 
advisory groups. 


Programing construction of facilities 


Develop plans for provision of facilities based on actual needs 
as demonstrated in the field. 
2. Set up a recommended construction program, and obtain ap- 
proval of it. 
3. Maintain a project record, and use it for follow-up on the pro- 
eT “e s progr ess. 
Perfect plans with local cooperation, and provide for local par- 
tic pation during construction. 
Accept completed construction upon the approval of center 
nahiideancalieint. 


Improving accounting, budgetary and cost controls 


1. Install a single, integrated system of internal accounting. 
2. E stablish a firm rel: ationship between budgets and ac tual opera- 


tions 
3. ‘Obt: ain realistic and applicable cost data. 


Simplifying essential control of operations 


Abandon attempts to control operations by imposing ceilings 

. Reduce mandator y procedures to a minimum. 

S \eplaae “inspections” with comprehensive audits, constructive 
ib and medical appraisals. 

Provide for better direction and application of work measure- 
ment. 
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5. Use allotments to extend budgetary planning, and see that they 
realistically meet program requirements. 
Adopt a simplified report structure, more useful for control of 
operations, 


Developing a constructive personnel program 


1. Inaugurate intensive development of high-level medical adminis- 
trative skills. 
Revamp and integrate the salary structure. 
Augment effectiveness of selection, placement, and administra- 
tion of staff through the efforts of medical centers. 


Improving engineering effectiveness 


Ease restrictions on funds allotted for engineering work. 
. Permit local variations in engineering organizations. 
3. Devise practical means for coping with local labor short: ages. 
t Permit local option in choice of the best way to handle specific 
jobs. 
5. Establish a formal preventive maintenance program. 
6. Use the work-order system to improve control of engineering 
activities and costs. 
Provide for suitable inspection of utilities. 
8. Bring drawings of station facilities up to date. 
%. Establish single storeroom control winners possible. 
ee aining more economy and greater flexibility in supply operations 
. Review and revise standard stocking requirements. 


2 Reduce the number and variety of items carried by supply depots. 

3. Transfer responsibility for records on nonexpendable supplies 
wholly to the Budget and Finance Division. 

4. Charge office supplies and small, exclusively used items directly 
to expense. 


Effecting further operational improvement 


Initiate a campaign to utilize the potentialities of the field for 
ac hie ing improvements and savings. 

2. Develop and make good use of methods engineering skills. 

Keep at the job of improving operations. 

While the first medical center is evolving, management at central 
office and the center should be weighing and evaluating the factors 
of a further problem, that of ests ablishing the eventual purposes of 
veterans’ homes and their relation to the care of the chronic patient. 
This is a complex problem which presents many alternatives to con- 
sider. Finding its solution will be a long-term endeavor. Orgae- 
ized effort to arrive at the solution should, however, start with the 
establishment of the first medical center. It should continue until a 
satisfactory answer is found. 


}. O pe rational follow-up 

After the recommendations have been placed in effect or action 
on long-term problems has been initiated, the complete installation of 
the first medical center and the departmental organization at central 


office should be reviewed to ascertain the ¢ advisability of modification 
or alteration of any of the recommended changes. 
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Thereafter, additional centers, incorporating any modifications or 
alterations which may have been adopted, should be put into opera- 
tion as fast as possible until all 20 medical centers have been 
established. 


CONCLUSION 


The recommendations set forth in this volume, when placed in effect, 
will result in better and more economical administration of the medi- 
cal program. More important, the recommendations will materially 
help to smooth the path to further advances in the quality and kind of 
medical care to veterans. Particularly is this true of those proposals 
which lead to more systematic planning of the medical program and to 
enhancement of the program’s identification with the best in medical 
practice in every community wherein the program operates. 

The proposed plan of organization is specifically designed to accom- 
plish the foregoing beneficial results. By placing responsibility for 
successful administration of the medical program squarely on the 
Chief Medical Director's shoulders, and by providing that he be fur- 
nished with all the staff and operating organization he needs to exe- 
cute his mission well, the plan will serve to clear away obstacles to 
effective administration and forward-looking direction in the man- 
agement of verterans’ medical affairs. 

Provision for concentration of medical administration and profes- 
sional direction at the point of best vantage has been made through 
the recommendation that 20 medical centers, responsible to central 
oflice for successful operation of hospitals and clinics, be established 
throughout the country. 

Concentrated direction of veterans’ homes and of canteen facilities 
throughout the country has also been provided for, in recognition of 
the management requirements of these two specialized parts of the 
over-all medical program. 

The net result of these arrangements will be an organization which 
is closely knit and strongly directed but which furnishes maximum 
opportunity for professional development and advancement and which 
will prove flexible in adjusting to any demand placed upon it in the 
future. 

Particularly will the foregoing be true if, through the sound 
planning effort provided for, there are established basic policies which 
chart a clear and consistent course for veterans’ medical affairs to 
follow toward well-established and clearly understood objectives. 

The operational improvements proposed in the volume will aug- 
ment the benefits of basic reorganization. The combined result will 
be seen in greater efficiency and lower cost of medical administration 
and, most significantly, in improved medical service to veterans. 
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APPENDIX II.—Assignment of hospitals and clinics to medical centers, April 1952 


MEDICAL CENTER, BOSTON 


Number 
of resi- 
Location of station Teaching affiliation dents, 
October 
1951 


Manchester, N. H GM&S, C 
White River, Junction, Vt GM&€sS, C Dartmouth College 
Boston, Mass GM&Ss, C 
Lowell, Mass aia Cc 
Providence, R. | GM&S, C 
New Bedford, Mass Cc 
West Roxbury, Mass GM&s Boston University, Harvard University, 
Tufts College. 
Framingham, Mass GM&s do 


logus, Maine NP, C 
Portland, Mair Cc 
Bedford, Mass NP Boston University, Harvard University, 
Tufts College. 
Brockton, Mass NP 
Northampton, Mass NP Yale University 
Rutland Heights, Mass TB, C Boston University, Harvard University 
Tufts College 
Worcester, Ma a 


MEDICAL CEN 


Albany , GM&S, 
Buffalo GM&s, C University of Rochester, University o 
Buffalo 
Syracuse, N. ¥ QMé&S, 
Rochester, N. ¥  & 
Wilkes B <x GM&s, 
) Cc 
GM&s University of Rochester 
NP do 
TB 
rB University of Rochester 


MEDICAL CENTER, NEW YORK 


GM&s, C Long Island College of Medicine 
GM&s, C New York University 
C 
GM&S 
C 
GM&S 
C 
GM&s Yale University 
C 
C 
GM&s Cornell University, New York University 
Post-Graduate Medical School, Long 
Island College of Medicine, New York 
Medical College, New York University, 
Columbia University College of Physi- 
cians and Surgeons, Columbia Univer 
sity School of Dental and Oral Surgery 
Montrose (Peekskill, N. ¥ s Cornell University 
Northport, Long Island . Long Island College of Medicine 
Lyons (Plainfield, N. J. 7 New York Medical College 
Castle Point (Beacon, N. Y ; Cornell University, New York University 
Post-Graduate Medical School, Long 
Island College of Medicine, New York 
Medical College, New York University, 
Columbia University College of Physi- 
cians and Surgeons, Columbia Universi- 
ty Schoo] of Dental and Oral Surgery. 
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APPENDIX II]—Assignment of hospitals and clinics to medical centers, April 
1952—Continued 


MEDICAL CENTER, BALTIMORE 


Number 
of resi- 
aching affiliation dents, 
October 
1951 


Location of station Te: 


Washington, D.C GM&4S, C George Washington University, George-} 
town University, Howard University 
Wilmington, Del GM&S, C 
Philadelphia, Pa GM&S, C 
Camden, N. J © 
Trenton, N. J Cc 
Philadelphia Navy Yard Cc 
Fort Howard (Baltimore, Md GM&sSs Johns Hopkins Univ 
Maryland. 
Baltimore, Md Cc 
Martinsburg, W. Va GM&S Georgetown Universi 
Richmond, Va GM&«s Medical College of Vir 
Kecoughton, Va GM&s 
Washington, D.C GM&s 
Coatesville, Pa NP Jefferson Medical College of Phi ii 
University of Pennsylvania, Tem 
University, Woman's Medical College 
of Pennsylvania 
Johns Hopkins Universi 
Maryland 


Lebanon, P 


tm Williams>ort, Pa 
Baltimore, Md 


, PITTSBURGH 


Huntington, W. Va 

Pittsburgh, Pa 
Wheeling, W. Va 

Altoona, Pa 
Johnstown, Pa 
yimwall, Pa 


larksburge, W. Va 


versity of Pittsburgh 


-DICAL CENTER, DURHAM 


Fayetteville, N.C GM&s 
Durham, N.C GM&s 
Winston-Salem, N.C © 
Charlotte, N.C Cc 
Columbia, 8. C GM&s University of South C 
Fort Jackson, 8. C Cc 
Mountain Home, Tenn GM&s 
Knoxville, Tenn © 
Salisbury, N.C 
\ugusta, Ga 
Savannah, Ga 
Roanoke, Va 
Oteen, N.C 


University of Georgia 


Duke University, University of Virginia 
Howard University. 
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San Juan, P. R 
Montgomery, Ala 
Birmingham, Ala 
Atlanta, Ga 
Chattanooga, Tenn 
Macon, Ga 
Dublin, Ga 
Lake City, Fla 
Jacksonville, Fla 
Coral Gables, Fla 
Miami, Fla 
Bay Pines, Fla 
Pass-a-Grille, Fla 
Pampa, Fla 
‘hamblee , Ga 
uskegee, Ala 
ruscaloosa, Ala 


Cleveland, Ohio 
Akron, Ohio 
Cleveland, Ohio 

Fort Wayne, Ind 

Saginaw, Mich 

Ann Arbor, Mich 

Dearborn, Mich 
Detroit, Mich 
Toledo, Ohio 

Cleveland, Ohio 

‘ort Custer, Mich 
Grand Rapids, Mich 

Brecksvil'e, Ohio 


Crile 


Chicago, 1] 


Gary, Ind 
Chicago, Ill. (research 


Hines, Tl 


Dwight, Il 

Iron Mountain, Mich 

Wood (Milwaukee, Wi 
Milwaukee, Wis 
Green Bay, Wis 

Downey, Tl 

Tomah, Wis 

Danville, Ill 

Madison, Wis 

Waukesha, Wis 


Cincinnati, Ohio 
Indianapolis, Ind 
Louisville, Ky 
Dayton, Ohio 
Columbus, Ohio 
Fort Thomas, Ky 
Indianapolis, Ind 
Fort Harrison, Ind 
Louisville, Ky 
Chillicothe, Ohio 
Marion, Ind 
Lexington, ky 
Outwood, Ky 
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issignment of hospitals and clinics to medical centers, 
Continued 


MEDICAL CENTER, ATLANTA 


GM&«s, C 
GM&s,C 
GM&s, C 
GM&Ss, C 
C 

C 
GM&s 
GM&s 
C 
GM&sS 

C 
GM&s 

Cc 

C 
GM&s 
NP 

NP 


Number 
of resi 
dents, 
October 
1951 


Teaching affiliation 


Unaffiliated group 


Emory University School of Medicine 


do 


SDICAL CENTER, DETROIT 
| 
} 
i 


GM&s, C 
C 
GM&s 
GM&s 
GM&s 
GM&«s 
C 

C 

NP 
NP 

C 


TB 


| Western Reserve University 


Wayne University 


University of Michigan 


Western Reserve University 


MEDICAL CENTER, CHICAGO 


GM&sS, C 


Cc 
GM&s 
GM&S 


GM&s 
GM&s 
GM&s 
C 


Northwestern University, University of 
Ilinois. 


Northwestern University, University of 
Illinois. 


Marquette University 


Northwestern University - 
University of Wisconsin 


MEDICAL CENTER, CINCINNATI 


GM&s, C 
GM&s, C 
GM&s, C 
GMA&€&s 

C 
GM&s 
GM&s 
GM&s 
GM&s 
NP 


NI 
NP 
TB 


> 


'niversity of Indiana 
‘niversity of Louisville 
Iniversity of Cincinnati 


"niversity of Louisville 
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APPENDIX II.—Assignment of hospitals and clinics to medical centers, April 
1952—Continued 


MEDICAL CENTER, MEMPHIS 
f station 


Nashville, Tenn GM&8, C Vanderbilt University 
Little Rock, Ark GM&s, C University of Arkan 
Memphis, ‘Tenn GM&s Unafiiliated group 
Fayetteville, Ark GM&«&s 

Murfreesboro, Tenn. NP Vanderbilt Univer 
North le Rock, Ark NP University of Ark 
Memphis, ‘Tenn rB 


lents for North Little Rock, Ark., NP hospital also 
MEDICAL CENTER, NEW ORLEA 


New Orleans, Li GM&s, C 
Alexandria, L GMé«&s 
veport, Ls Cc 
Biloxi, Miss GM&s 
Mobile, Ala C 
Jackson, Miss GMé«&s * 
New Orleans, La GM&s lulane University 
State University 


Gulfport, Miss NP do 


Shre 


MEDICAL CENTER, MINNEAPOLIS 


Sioux Falls, 8. Dak GM&Ss, C 
Fargo, N. Dak GM&s, C 
Minneapolis, Minn GM&S University of Minne 

St. Paul, Minn Cc 

ot Springs, 8. Dak GM&s 

inot, N. Dak GM&s 

liles City, Mont GM&s 

t. Cloud, Minn NP 
Fort Meade, 8. Dak NP 


EDICAL CENTER, ST. LOUIS 


iM&8S,C 


( 
Louis, Ll ( 
nefield, I! Cc 


per w 

r Bluff, Mo GM&s,C 

loines, lowa GM&s,C 
GM&s 
GM&s 


itv, Lowa GM&sS 
ville, lowa NP 
son Barracks, NP 


gficeld, Mo rB 


MEDICAL CENTER, KANSAS CITY 


Kansas ( ity, Mo GM&€&S, 
Wichita, Kans GM&s,C University of Kansas 
Oklahoma City, Okla GMé&s,C 
Muskogee, Okla GM&S, 
Omaha, Nebr GM&s,C University of Omaha 
Lineoln, Nebr C Unatlliliated group 
idsworth, Kans GM&s University of Kansas 
Grand Island, Nebr GM&s 
Oklahoma City, Okla GM&S University of Oklahoma 
Popeka, Kans NP Menninger Foundation—Uni 


VW 
\\ 


Kansas 
Do NP. C 
Excelsior Springs, M¢ TB 
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APPENDIX IT.—Assignment of hospitals and clinics to medical centers, April 
1952—Continued 



















MEDICAL CENTER, DALLAS 


Number 
| of resi- 
Location of station Type Teaching affiliation dents, 
October 
1951 


Houston, Tex GM&s, C Baylor University ; 35 
Austin, Tex Cc eS 
San Antonio, Tex } ; 

Dallas, Tex GM&s, C Southwestern’ University 19 
Fort Worth, Tex 3 tie 

Amarillo, Tex GM&s 
Lubbock, Tex Cc 

Marlin, Tex GM&s 

Temple, Tex GM&s 

McKinney, Tex GM&s Southwestern University , 39 

Bonham, Tex GM&s 

Big Spring, Tex | GM&Ss. ; 

Waco, Tex Wr; U..- Southwestern University 

Kerrville, Tex TB_. saat : : 


MEDICAL CENTER, DENVER 







Denver, Colo | GM&s, C Univessity of Colorado 38 
Chevenne, Wyo GM&S, C Pa cee i al als nl 
Salt Lake City, Utah | GM&S, C__| University of Utah 25 
Grand Junction, Colo GM&s .| University of Colorado, University of 

Utah. 4 
Albuquerque, N. Mex GM&«s University of Colorado 8 
Fort Lyon, Colo NP do... 
Sheridan, Wyo NP 
Salt Lake City, Utah NP 












MEDICAL (¢ 





-ENTER, SEATTLE 









Seattle, Wash GM&S8, C University of Washington 










Spokane, Wash GM&S5, C 

Fort Harrsson, Mont GM&S, C 

Portland, Ureg GM&S5, C University of Oregon 38 
Boise, Idano GM&S, C 

Vancouve: . Wash GM&S5S 

American wake, Wash NP 

Roseburg, Oreg NP 

Walla Walla, Wash TB 


MEDICAL CENTER, SAN FRANCISCO 








San Francisco, Calif GM&S, C University of California, Stanford Uni- 


versity. 









Oakland, Calif GM&S, C 

Reno, Nev GM&S, C 

Fresno, Calif GM&S 

San Francisco, Calif NP. . 

Palo Alto, Calif ee 26 University of California, Stanford Uni- 80 


versity. 
Livermore, Calif TB 


















MEDICAL CENTER, LOS ANGELES 











Los Angeles, Calif GM&S, C University of Southern California, Uni- 
versity of California at Los Angeles, 
College of Medical Evangelists. 
San Diego, Calif Cc ro ¥ a ot eee, Sl osieotale 
Phoenix, Ariz .| GAM&S, C 
Long Beach, Calif GM&s 









Los Angeles, Calif 


Fort Bayard, N. Mex ED a 6 cin DO o eR aedléccm Ratan ee dete ae ae a Ls 
Whipple, Ariz 31 SR cS osha wiccls seheaiaabintn nantes ob be bae on kanadaaaeee 
Tucson, Ariz : 5 sic aap citeulike cadence acto Aiateetenslec le inte es 
San Fernando, Calif_- TB aiden 
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INSURANCE PROGRAM 


ForEworD 


In this volume of the report the organization and operation of the 
insurance program are discussed, and recommendations designed to 
strengthen the organization, improve operating efficiency, and reduce 
costs of operations are presented. The volume contains seven chap- 
ters, the first of which discusses briefly the nature and scope of the 
program. 

Chapter II is devoted to a discussion and appraisal of the more 
important policies which govern the program. ‘The succeeding three 
chapters discuss, respectiv vely, the basic organization of insurance ac- 
tivities, the supplementary organization at central office, and the 
supplementary organization in the field. Each of these c hapters pre- 
sents recommended ¢ hanges in organization structure. 

Chapter VI describes the manner in which present operations are 
conducted and discusses recommendations for improvement. The final 


chapter outlines a program for the installation of the recommended 
changes in organization and operation. 


The insurance program of Veterans Administration is the largest 
insurance operation of its kind in the country. At September 30, 
1951, there were 7,590,455 — ies in force under the program. These 
represented approximately $51,245,158,000 at face value. The cost of 


administering this huge program during 1951 was reported as $46,260,- 


000. Since this represented only the expenditures for salaries and 


travel expense of the 14,000 employees engaged in the technical phases 
of the program and did not include s salaries of employees in related 
auxiliary services essential to the program nor costs of supplies, equip- 
ment, facilities, communication, and other similar expenses, the com- 
plete cost of administration cannot be accurately stated. 

The insurance program differs from other programs of the Veter- 
ans Administration in two important respects. It involves legal con- 
tracts between the veterans and the Federal Government, and it 
involves payments to the insurance funds by the veterans. 

Insurance operations also entail the handling of an enormous num- 
ber of clerical actions which follow minutely detailed procedures. In 
accomplishing these tasks, there is no need for personal contact with 
the veteran. All transactions with the veteran can be and are handled 
by mail. 

Currently, organizational responsibility for the insurance opera- 
tions is divided between the Assistant Administrator for Insurance. 
who is responsible for policy development and planning for the entire 
program and for the operations conducted at central office, and the 
several district office managers, who report to the Deputy Adminis- 
trator and are responsible for the remainder of the insurance opera- 
tion conducted in field stations. This division of responsibility ad- 
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adversely affects the efficiency of the operation and precludes direct 
action required for effective service to policyholders. It interferes 
with the development of teamwork and cooperation required in the 
execution of mass clerical operations and tends to lower the morale 
of the personnel conducting them. 

The Assistant Administrator does not have responsibility for the 
staff services required in connection with insurance operations. These 
report directly to other executives in Veterans Administration. This 
situation requires an endless amount of effort to coordinate staff service 
activities with the technical program operations and often results in 
delayed action or none at all. 

In view of the existing organizational relationships discussed above, 
it is obvious that the Assistant Administrator for Insurance cannot 
be held responsible for the results and cost of the insurance program ; 
neither has he been given the required authority or the management 
tools with which to carry out such a responsibility. 

The recommendations set forth and discussed in this volume take 
into consideration these essential features of the nature, scope and 
organization of the insurance program. They may be classified into 
three groups: organization, operating, and policy recommendations. 
The more important recommendations in each group are summarized 
on the following pages. 


1. ORGANIZATION RECOMMENDATIONS 


(1) Assign the responsibility for district office insurance operations 
to the Assistant Administrator for Insurance—This will unify re- 
sponsibility for the technical operation of the program. 

(2) Transfer responsibility for settlement of insurance death claims 
to the Assistant Administrator for Insurance.—This phase of the 
technical insurance operations is now the responsibility of the claims 
“ve ition, 

3) Locate adjudication of compensation, pension, and miscellane- 
ous claims of dependents with other claims activities. Moving these 
out of the district office will eliminate the dual responsibility of the 
district office manager and enable a direct reporting relationship to the 
Assistant Administrator for Insurance to be established. 

(4) Assign to the Assistant Administrator for Insurance full re- 
sponsibility and authority for direction of staff service activities re- 
quired within the Insurance Department. The Assistant Adminis- 
trator for Insurance can then be held completely accountable for 
results of the insurance program. 

(5) Consolidate district offices into three insurance centers.—This 
will eliminate small and costly operations and provide three of suf- 
ficient size to warrant application of the most effective methods of 
handling mass clerical operations. It will decrease costs by ap 
proximately $1,000,000 annually from those involved in operating 
four district offices now planned. 

(6) Tran sfer United States Government life -INSUPANCE operations 
now being performed in central office to the insurance centers. —Ad 
ditional economies of operation and improved service will result from 
this integration of operations at insurance centers. 

(7) Transfer in-service account operations to the Philadelphia in- 
surance center—This will leave the staff at central office free from the 
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details of operation and place them in a position to devote more at- 
tention to the important planning and control functions of man- 
agement. 


2. OPERATING RECOMMENDATIONS 


(1) Conduct an AIVIVESsive and intensive campaign to persuad 
polic yholders to convert premium payments from a monthly basis to 
a quar te rly, Né miannual, or annual basis >—Kve Nn mode erate success in 
this campaign will result in a 
expenses annually. 

(2) Simplify monthly billing procedure by the substitution of a 
hook of promeum remittance envelope 8 mail d to the polic yvhol ler 
annually. —This is another opportunity to reduce costs substantially. 


reduction of $5,000,000 in operating 


(3) Discontinue the issuance of premium receipt ¢ for payme nts 
made by checks or money order.—Mailing costs alone ap proxinn ite 


$800,000 annually 
appreciable. 

( +) Simplify the posting and auditing of pre mium rec ords.—( ‘leri- 
eal effort devoted to posting and auditing premium records 
reduced by approximately 50 percent by eliminating posting of un- 
necessary information and by substituting an annual audit of each 
account in place of the complete monthly audit now conducted. 

(5) Place premium accounting on a cycl hasis—This will elim- 
inate peak loads involved in preparing premium notices and posting 


remittances, which now require maintenance of an excessive work 
force. 


, and the cost of stationery and forms involved i 


can be 


(6) Place renewals of term insurance on an automa Hie hasis — 
will reduce the number of lapse actions, which are irritating to poli 
holders, and will minimize clerical effort required to handle them. 

(7) Plaee greater emphasis on de velopment of d Ve vised 
procedures and methods.—In mass clerical operations this function is 
of vital importance. Full- time spec inlized effort has been prov ided 
for in the recommended plan of organization. This effort should be 
given strong support by the Assistant Administrator. 


new ada 


POLICY RECOMMENDATIONS 


(1) Promote and « mphasize throughout 
of prompt 


the sciilbathen suailion 
aspect of the insurance 
operations has not received sufficient emphasis to obtain a thorough 
awareness of it on the part of 
clerical work. 

(2) 1 etive ly and aggre BSLV ly seek coo pe ration of neter 
utilization of those proce dures which administrative 
effort and im prove service —Much of the administrative difficulty in 
the insurance operation and many delays in service are the result of 
failure of the veteran to comply with established procedures rather 
than of any failure in performance by personnel of the 
Department. 

(33) Agqgre SS7VE ly promote changes in restrictive or cumbersome ad- 
ministrative procedure s stipulated by law.—Some of the laws pertain- 
ing to the insurance operation extend beyond the technical program 
and specify procedures which are sometimes difficult and costly to 
administer. 


S¢ rvIice to wete rans.—The service 
employees engaged in the routine 


ins an the 


ual] Vii in im Iz 


Insurance 
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(4) Develop a positive program of public relations —The insurance 
operation is probably the most maligned activity of Veterans Ad- 
ministration. In many cases criticism is unwarranted and exagger- 
ated. There is need for a positive program to inform veterans and 
the public of the improvements being made constantly, the procedures 
to be followed, the problems arising when the procedures are not 
followed by the veteran and the over-all accomplishments of the 
program. 

The recommendations summarized above, and others of a minor 
nature discussed in the text of this volume, when placed in effect, 
will result in improved insurance service to veterans and in greatly 
reduced costs of operation. 

The plan of organization provides the Assistant Administrator 
with the necessary authority and control required to develop and 
maintain effective and efficient operations. The responsibility for 
results is placed squarely on his shoulders, and he is provided with 
all the management tools needed to fulfill that responsibility. He is 
in a position to develop effective teamwork, cooperative effort, and 
high morale throughout the Insurance Department. The favorable 
effect of these organization changes upon the quality of service and 
the efficiency of operation cannot be measured in units of time, number 
of employees, or dollars of savings: nevertheless, their impact upon 
the insurance operations will be great and far reaching. 

Of a more tangible nature are ‘the benefits to be obtained from the 
operating recommendations. Elimination of the fourth district office 
now planned will save approximately $1,000,000 annually. This is 
in addition to savings already realized from consolidation of district 
oflices. A potential reduc tion in operating costs of $5,000,000 can be 
attained if the campaign to persuade veterans to convert from monthly 
to less frequent premium payments is even moderately successful. An 
additional annual saving of from $800,000 to $1,000,000 a year can 
be realized through the elimination of premium receipts. No at- 
tempt has been made to evaluate specific savings which may result 
from implementation of other operating rec ommendations, but it is 
anticipated that at least another $1,000,000 of cost reduction will 
result from their adoption. Thus a conservative estimate of potential 
cost reduction involved in the recommendations is $8,000,000. 

Perhaps the most important result of the entire survey of insurance 
operations will be the change in management philosophy which is 
inherent in the recommended plan of organization. Present opera- 
tions are characterized by highly centralized direction of activities 
attained through innumerable directives, manuals, and procedural 
issues specifying precisely and in detail the organization structure 
and the manner of operation, and by dictatorial control maintained 
through frequent inspections to assure compliance and through de- 
tailed reports of violations to central office. Initiative and original 
thinking are stifled, cooperative effort, and teamwork are discouraged, 
and morale is lowered under such a management philosophy. 

The proposed plan of organization is founded on the principles of 
clear delegation of authority to decentralized operating units, of free 
exercise of initiative and judgment within established policy limita- 
tions, of encouragement of ideas and original thinking and of exercise 
of control through analysis of reports and through personal contact 
between executives rather than through policing effort. These prin- 
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ciples express the changes in existing philosophies of management 
which are essential to successful operation under the recommended 
plan of organization. , 

These changes in management philosophy are vital to the success 
of the recommended organization. They will require considerable 
adjustment on the part of each executive involved. We would be 
remiss if we did not point out that in all probability there will be 
some few executives who will be unable to comprehend this phi- 
losophy and who will be unadaptable to the proposed plan of organi- 
zation. Forthright and prompt action will be required of the As- 
sistant Administrator to relieve such executives of their responsi- 
bilities if the plan is to operate successfully. 


I. Tue Narure AND Score or THE INsuRANCE PRoGRAM 


Veterans Administration is responsible for a life-insurance program 
that not only is unique in many of its provisions, and hence in some re- 
spects without precedent, but also is almost twice as large in total vol- 
ume as the comparable business of any private insurance company. 
Recognition of these two facts is essential to the understanding and 
appreciation of the problems of this operation. 

In order, therefore, to provide sufficient background for better 
understanding of the program and the problems of organization and 
operation, this chapter deals briefly with (1) the nature of the in- 
surance program, (2) the scope of the insurance program and (3) the 
essential differences between private company and Veterans Admin- 
istration insurance operations. 


1. THE NATURE OF THE INSURANCE PROGRAM 


Unlike other programs of Veterans Administration which provide 
gratuitous benefits to veterans and their dependents on the basis of 
eligibility stipulated by law, the insurance program involves contracts 
between the Federal Government and individual veterans. Under 
this program the veteran pays for the insurance at rates determined 
in accordance with standard actuarial practice. The exception is the 
provision for servicemen’s indemnity recently authorized. 

The Federal Government reimburses the insurance fund established 
through premium payments for all death and disability payments re- 
sulting from the extra hazards of military or naval service. All ad- 
ministrative expense in connection with the program is also paid by 
the Government rather than from the fund. As a result, the net cost 
of insurance to the veteran is less than that of comparable commercial 
Insurance coverage. 

The insurance program includes four different groups of insurance 
contracts. These are: 


(1) War risk insurance 


(2) United States Government life insurance 
(3) National service life insurance 
(4) Indemnity protection authorized by Public Law 23, Eighty-second 


Congress 


The Government first issued life insurance on the war risks of mas- 
ters, officers, and crews of American ships under the amendment of 
June 12, 1917, to the War Risk Insurance Act of September 2, 1914. 


9 
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This act created the Bureau of War Risk Insurance as a part of the 
Treasury Department to administer insurance of ships and cargoes 
against war risks. By amendment of October 6, 1917, the opportunity 
to purchase such insurance was extended to all those i in service. The 
purpose of this amendment was to provide men going into service with 
insurance protection which they could not otherwise obtain or could 
purchase only at rates substantially higher than normal because of the 
ereater risks encountered in service. 

The Bureau of War Risk Insurance and the administration of this 
Insurance program was transferred to the United States Veterans 
Bureau upon its establishment on August 9, 1921. Responsibility for 
the insurance program was nabesgaeitly assigned to the Veterans Ad- 
ministration when it was created in 193( 

War risk insurance, the initial sivecasisa plan, was available to 
those veterans on active duty between October 6, 1917, and June 7, 
1924. Availability of this insurance was concluded on the later date 
by the World War Veterans’ Act, and the right to convert to United 
States Government life insurance, the succeeding plan, was ended 
on June 2, 1926. War risk insurance was term insurance, renewable 
yearly, issued in $500 amounts between a minimum of $1,000 and a 
maximum of $10,000. It included permanent disability payment 
provisions and, after the close of World War I, was convertible to 
permanent types of insurance. 

United States Government life insurance was available from May 
1919 until April 25, 1951, to those who served in the armed forces 
between October 6, 1917, and October 8, 1940. Those who served up 
to July 2, 1921, were granted such insurance at any time upon pro- 
vision of satisfactory evidence of good health or medical examina- 
tion. Those who served after that date were eligible for application 
only within the first 120 days of active duty. Only those who were 
veterans of World War I were eligible for insurance under this plan 
between October 8, 1941, and April 25, 1951. Unlike war risk insur- 
ance, United States Government life insurance was participating in- 
surance available in the following forms of permanent insurance in 
addition to 5-year renewable term insurance: 

1) Ordinary life (4) 20-year endowment 
2) 20-payment life (5) 80-year endowment 
3) 30-payment life (6) Endowment at age 62 

Policies were obtainable in $500 amounts between a minimum of 
$1,000 and a maximum of $10,000, 

On October 8, 1940, national service life insurance on a partici- 
pating basis was made available for those who served in the Armed 
lorces between that date and April 25, 1951. It was first issued as 
5-year renewable term insurance convertible to ordinary life, 20-pay- 
ment life or 30-payment life after the policy had been in effect for a 
vear. In 1945, and again in 1948, the term insurance was extended 
for an additional 3 years. In 1946 conversion to 20-year endowment, 
endowment at age 60 and endowment at age 65 was provided for. 

cep nnity protection was provided by Public Law 23 effective 
April 25, 1951, for all those on active duty after that date. This pro- 
tection in the full am ount of $10,000 is automatic rf provided with- 
out cost during the period of active duty and for 120 days thereafter, 
provided the period of active duty has exceeded 30 days. Upon re- 
lease from active service, the veteran is eligible for 5-year renewable 
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term insurance which is nonparticipating and nonconvertible to per- 
manent types of insurance. The indemnity program of protection 
not only reduces administrative costs but also assures that all those in 
service will be protected rather than leaving this to individual decision. 

A veteran already insured under the other permanent plans may 
surrender such contracts for cash value upon reentering service and 
obtain free indemnity protection. W ithin 120 days after separation 
from service, such surrendered policies may be reinstated without 
medical examination upon payment of the necessary reserve and the 
premium for the current month. Term insurance expiring during 
the period of active service may be reinstated upon satisfactory phys- 
ical examination. 


2. THE SCOPE OF THE INSURANCE PROGRAM 


The life insurance program of Veterans Administration, with a 
total volume of insurance in force of approximately $51 billion and 
a net annual premium income of $524 million, is larger than the 
ordinary life insurance business of any private company in the United 
States. Exhibit I shows the comparative volumes of life insurance 
(excluding group and industrial insurance) in force on December 
31, 1951, for nine leading private companies and Veterans Adminis- 
tration. 

As of September 30, 1951, there were 463,956 United States Govern- 
ment Life Insurance policies in force, representing approximately 
$2,024,000,000 of insurance, or an average of $4,368 per policy. 

This compares with a peak volume of 675,389 policies with an in- 
sured value of $3,200,000,000, or an average of $4,750 per policy, 
attained in 1927. Exhibit Il, following exhibit I, shows the number 
of policies and amounts of insurance in force under this plan between 
1926 and 1951. 

National service life insurance in force reached a peak of nearly 
16,000,000 policies in 1945 with a face value of approximately $120,- 
000,000,000 and an average of $7,700 per policy. Policies and amounts 
of insurance in force decreased steadily until 1951, as shown on exhibit 
III. The expansion of the armed forces in 1951 turned this trend 
upward again. At September 30, 1951, there were approximately 7 
million policies in force under this plan, representing a face value 
of more than 49 billion dollars. Currently, the average insurance per 
policy under this plan is $6,512, which is 58 percent greater than the 
average in effect under the United States Government life insurance 
plan. 

The cost of administering this huge insurance program during 
1951 was reported as $46,260,000, or approximately $6 per_ policy. 
However, this represents only salaries of employees engaged in the 
technical phases of the program and their travel expense, and does 
not include salaries of employees in related auxiliary services essential 
to insurance administration such as finance, personnel, office adminis- 
tration and supply activities, nor does it include such items of cost 
as postage, telephone, stationery and office supplies, office equipment, 
rent, maintenance expense and other similar expenses. The records 
of Veterans Administration are not maintained in such a manner that 
the complete cost of administering the insurance program can be 
obtained. 
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VETERANS 
ADMINISTRATION 


METROPOLITAN 


PRUDENTIAL 


NEW YORK LIFE 


EQUITABLE. NEW YORK 


JOHN HANCOCK 


NORTHWESTERN MUTUAL 


MUTUAL LIFE, NEW YORK 


TRAVELERS 


LINCOLN NATIONAL 


SOURCE: Fliteraft Compend 1951. 


ExutsiT I 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


ORDINARY INSURANCE IN FORCE 
VETERANS ADMINISTRATION AND 


9 LARGE PRIVATE COMPANIES 
December 31, 1951 


BILLIONS OF INSURANCE IN FORCE 


NOTE: Chart covers ordinary business only. Excluded 
ere group ond industrial insurance, ennuity end 
group annuity. 
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As of June 30, 1951, 14,134 employees, or 8 percent of the total 
number of Veterans eee employees, were engaged in 
insurance work. Of these, 4,911 were employed in the central office 
and 9,223 in the field. These figures do not include employees engaged 
in auxiliary services related to insurance activities. If these were 
added, it is estimated that the total number of employees engaged i 
administration of the insurance program would have been opens 
mately 16,500. 

Employees in central office administer the United States Govern- 
ment life insurance, indemnity payments and in-service and foreign 
accounts of national service life insurance. Other national service 
life insurance accounts were handled in the field in 13 district offices 
at June 30, 1951. Subsequent to that date, the number of district 
offices has been reduced to five. The consolidation of offices, together 
with the reduction in administrative activity resulting from the in- 
demnity protection plan, enabled Veterans Administration to reduce 
the number of employees engaged in insurance operations by 2,863, 
or about 20 percent, between June 30 and October 31, 1951. ° At the 
latter date, there was one employee for every 672 policies in force, 
compared with one for every 540 policies in force at June 30, 1951. 

It is expected that further reductions in insurance personnel will 
be attained as the full benefits of consolidations of district offices are 
realized and as more men in service take full advantage of the new 
indemnity protection. 


8. IMPORTANT DIFFERENCES BETWEEN PRIVATE COMPANY AND VETERANS 
ADMINISTRATION INSURANCE OPERATIONS 


Administrative costs of the Veterans Administration insurance pro- 
gram are frequently compared with similar costs of private insurance 
companies without consideration of basic differences in operations 
which make such comparisons meaningless. In order to develop a 
better understanding of the problems of operation peculiar to the 
Veterans Administration insurance program, this section of the report 
discusses the more important of such differences. 


(1) Veterans Administration has no agency structure through which 
sé) vice may be provide d 

Private insurance companies sell insurance and provide insurance 
service through extensive organizations of insurance agents. Veter- 
ans Administration provides insurance upon request but does not 
sell it. Information concerning insurance available and eligibility 
requirements, and assistance in making application for it, are provided 
by Veterans Administration contact representatives located in regional 
and VA offices and in Veterans Administration hospitals. These rep- 
resentatives are not as widely dispersed throughout the country as 
are the insurance agents of private companies, nor are they as highly 
trained in the technicalities of insurance as are insurance agents. In 
comparison with the service provided by insurance agents, the insur- 
ance services provided by contact representatives are limited. As a 
result of this comparatively limited personal service, Veterans Ad- 
ministration insurance operations are principally conducted by mail. 

Provision of insurance service in this manner increases administra- 
tive costs and generally results in service inferior to that provided by 
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private companies through the agency system. However, the cost 
of providing comparable personal service would be prohibitive for 
Veterans Administration and would far exceed the extra administra- 
tive costs resulting from provision of insurance service by mail. 


(2) Ewtensive decentralization of Veterans Administration insurance 
ope rations increases operating costs 
Private insurance companies generally concentrate administration 
in one home office. In contrast. Veterans Administration until 
recently maintained 13 district offices in addition to a large central 
office. This wide decentralization of administrative operations in- 
creases costs greatly through duplication of executive staff, rental 


costs, and other expenses arising from difficulties in coordinating such 
extended operations. 


(3) A large percentage of Veterans Adnvinistration insurance is 
written on a term basis 

Approximately 70 percent of national service life insurance policies 

currently in effect are 5-year term policies. These represent approxi- 

mately B percent of the dollar amount of insurance in force under 
this plan. Although less of the United States Government life in- 
surance + on aterm basis, the percentage of total Veterans Administra- 
tion insurance on a term basis is considerably higher than that 
prevailing in commercial operations. 

According to published figures, the Metropolitan Life Insurance 
Co. has only slightly more than 9 percent of its total dollar amount 
of insurance in force (excluding group and industrial insurance) 
on a term basis. The comparable figure for the Prudential Life In- 
surance Co, is approximately 8 percent. 

The preponderance of term insurance creates a periodic mass re- 
newal and conversion problem for Veterans Administration. Noti- 
fications of approaching renewal dates, technical conversion problems 
and lapse and reinstatement action add to the insurance workload 
and greatly increase administrative costs. 

(4) A large percentage of Veterans Administration insurance is on 
amonthly premium basis 

Nearly 55 percent of the national service life insurance accounts 
handled in district offices are on a monthly payment basis. In total, 
about one third of all Veterans Administration insurance accounts 
require administrative action every month. 

The monthly payment plan was originally established because 
most of the payments were made by monthly deduction or allotment 
from the pay of the policyholder while in service. Many policy- 
holders simply continued to pay premiums monthly after separation 
from service. 

Veterans Administration insurance rates are based on monthly pay- 
ments, with discounts offered for quarterly, semiannual and annual 
payments. This is in contrast to commercial practice of basing pre- 
mium rates on annual payment with added charges for more fr equent 
yayments. The advantage of paying less frequently than once a month 
io not been emphasized by Veterans Administration. 

The tremendous amount of clerical work resulting from such a large 
number of monthly premium payments increases administrative costs 
substantially. The effort involved in preparation of premium no- 
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tices, handling of collections and remittances, posting of records, cor- 
respondence and handling of lapses and reinstatements is much greater 
than that required in commercial operations. 

Another result of the large number of monthly premium payments 
is a workload peak at the first of each month when most payments 
become due. This also stems from the original allotment plan of 
payment and results in overstafling to h: indle such peaks. 


(5) The majority of death-claim settlements are being paid in monthly 
installments 
Veterans Administration installment settlements are in excess of 
the 32 percent average of commercial life insurance companies. This 
also increases administrative effort and costs. 


(6) Differences in underwriting practices increase the total cost of 
the insurance program 

Under existing laws, Veterans Administration has no right to re- 
ject applications for insurance or place limitations on insurance 
granted on the grounds of moral risk, unsound insurable interest of 
the beneficiary, inability to pay, hazardous occupations or place of 
residence, factors which are considered in the underwriting practices 
of commercial insurance companies. 

This situation has a mixed effect on the cost of the insurance pro- 
gram. It tends to reduce administrative costs but to increase death 
and disa bility payments. The net result of these underwriting lim- 
itations imposed by law is an increase in total cost of the program. 


(7) Administrative costs and insurance claims re sulting from extra 
hazards of s¢ VICE are not paid from the INSUPANCE funds 


Although the cost of the insurance program is higher in many re- 
spects than comparab le costs of commercial operations, the net cost 


of insurance to the veteran is comparatively low because premium 
rates do not include all costs of the program. 


Premium rates of private insurance companies include three basic 
elements of costs: (1) All death and disability benefits, (2) sales com- 
missions, and (3) all administrative costs. Veterans Administration 
has no sales commission costs. Administrative costs are not charge- 
able to the insurance fund but are covered by separate appropriations. 
In addition, the insurance fund is reimbursed by appropriation for 
death and disability payments resulting from the extra hazards of 
service. 


(8) The investment program of Veterans Administration is less costly 
than those of private companies 


Insurance funds, with the exception of those used for policy loans, 
are invested exclusively in Government bonds. Private insurance 
companies have extensive investment programs which involve sub- 
ae administrative costs and some financial risk. 

9) Veterans Administration has a higher average amount of insur- 


ance in force per policy than have private companies 


The average amount of national service life insurance per policy in 
force at December 31, 1951, was $6,512. The comparable figure ne 
United States Government life insurance was $4,568. Comparative 











646 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


figures for the 10 largest private insurance companies are shown 
below. 


Average amount 
of insurance 
Company per policy ? 


Lincoln National bps aa cededbel. $4, 527 
Northwestern Mutual. Nh te iB hth SE ee ee i tcubuk Kecdomnseadee eas S 4, 466 
Travelers oc a aed aed a — Be oe ee lcs 3, 899 


Aetna = ‘ incacntihenimacailialenn nites a <a ics ttibs esieenioan nell tap dis dialing samedi 3, 779 
Wavitaiie of New Vorh...3s.aeislks lee ct hn dee een 
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POT a i ee siciinaptc gap Sattceiieaee | ae 
Prudential *- ik Na ED ae or ln hE a eee Sees, 2, 224 
Me tropolitan * i laisdearialntniaiek wikeisiaod eon jk inh dd eaiydienlaeh Mgmnt Lipsseees: Se 
John Haneock * ~<a acetate Bsr a nated ds Saieleicel RAM ata nica nid aed cate alee ~ a 


t Source: Best's Life Insurance mes, 1951. 
2 Industrial insurance included, which decreases amount of average policy. 


This chapter has discussed the principal characteristics of the Vet- 
erans Administration insurance program and the essential differences 
between this program and the operations of private insurance com- 
panies as a background for consideration of existing organizational 
and oper: ating proble ms. 

To provide further understanding of these problems, the more im- 
portant policies governing Veterans Administration insurance op- 
erations are discussed in the next chapter. 


Il. Potacy ConsmperRATIONS 


As indicated in the previous chapter, the Veterans Administration 
insurance program and its basic objectives are established by legis- 
lative action. To a great extent, the broad poliei 1es governing its 
administration are likewise established by Congress. Here again, 
the operations of Government insurance differ from those of private 
companies where policy determination is the responsibility of members 
of the board and top operating executives who are also vested with 
the responsibility for successful operation and therefore weigh care- 
fully the effect of policy decision upon operating efficiency and cost 

Not only does Congress establish basic policies with respect to the 
technical phi ises of insurance such as eligibility requirements, type and 

amount of insurance offered, interest rates, actuarial bases, restrictions 
concerning beneficiaries and settlement provisions, but also, at times, 
it specifies detailed operating policies difficult to administer. For 
example, Public Law 36, Eighty-second Congress, amends the National 
Service Life Insurance Act of 1940 by adding the following: 
Provided further, That until and unless the Veterans Administration has re- 
ceived from the insured a request in writing for payment in cash, any dividend 
accumulations and unpaid dividends shall be applied in payments of premiums 
becoming due on insurance subsequent to the date the dividend is payable after 
January 1, 1952. 
Adminstration of this provision will be difficult and costly because of 
the mass of detail to be handled and because of the difficulty of ob- 
taining understanding and cooperation required on the part of the 
veteran policyholder. 

In addition to establishing policies pertaining directly to the insur- 
ance program, Congress also establishes policies for other agencies 
of the Government which affect the operation of the insurance pro- 
gram. Among these are policies administered by the Bureau of the 
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Budget, the Civil Service Commission, the General Accounting Office, 
and the Treasur y Department. 

The rules and regulations governing the compilation of budgets 
preclude the determination of the full operating costs of the insurance 
program, thus depriving the assistant administrator for insurance of 
one of the valuable techniques of good management. 

Rules and regulations of the General Accounting Office and the 
Treasury Department influence the insurance accounting and dis- 
bursement practices. 

Civil Service Commission rules and regulations pertaining to hiring 
and discharging of personnel, salary administration, rating and 
promotion of employees and other essential personnel actions must be 
adhered to strictly. In some instances, such as the inflexible appli- 

cation of standard position descriptions and classifications, these 
pellicies have adversely affected insurance operations. 

Within the limitations of the basic policies established by law and 
the additional functional operating policies established by assistant 
administrators for personnel, finance, contact and administrative 
services, and construction, supply and real estate, the assistant admin- 
istrator for insurance and his staff determine for approval by the 
Administrator the policies which guide the insurance oper: ations. It 
is apparent, therefore, that the scope of policy decisions for which 
the assistant administrator for insurance is responsible i is not great. 
The more important policies, within his jurisdiction, are discussed in 
the following paragraphs. 


1. VETERANS ADMINISTRATION DOES NOT SOLICIT INSURANCE APPLICATIONS 


Veterans Administration has construed its function with respect to 
the insurance program as one of ee an insurance service rather 
than one of selling life insurance. Under existing laws qualified vet- 
erans have the opportunity to purchase insurance of specified types 
and amounts. Veterans Administration provides the veteran with 
facts about insurance available to him but does not engage in sales 
campaigns or in individual persuasion to induce the veteran to pur- 
chase such insurance. 

In providing insurance information to veterans, Veterans Adminis- 
tration uses spot radio announcements, news releases and folders 
to supplement individual interviews between contact representatives 
and veterans. These means of mass communications are used par- 
ticularly to inform veterans of their rights under new or amended 
legislation affecting the insurance program. 

As a corollary to the basic policy of not exerting sales pressure, 
no effort is made to urge a specific course of action on the veteran 
with respect to selection of type or amount of insurance. Since the 
full circumstances of the applicant’s situation frequently are not 
known in sufficient detail to permit sound advice, Veterans Adminis- 
tration refrains from making specific recommendations. 

These policies appear to be sound, both in theory and in application. 
Veterans Administration is not in a position to perform a sales fune- 
tion nor to assume responsibility for development of personal in- 
surance programs for veterans. 














648 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 























2. VETERANS ADMINISTRATION COOPERATES FULLY WITH PRIVATE INSUR- 


ANCE COMPANIES AND THEIR AGENTS IN DEVELOPMENT OF INSURANCE 
PROGRAMS FOR VETERANS 


Contact and insurance personnel work closely with insurance com- 
panies and agents in making changes in the plan of insurance and in 
beneficiary provisions for individual policyholders at agents’ requests 
and in providing full information concerning the provisions of Vet- 
erans Administration insurance contracts. 


3. GREATER EMPHASIS IS NEEDED ON THE SERVICE ASPECTS OF THE 
INSURANCE PROGRAM 


Although it is the policy of Veterans Administration to provide 
prompt service to insurance policyholders and beneficiaries, this policy 
has not been given adequate consideration. Insurance service has im- 
proved greé tly since the close of World War ITI, but it can and should 
be improved still further. Organizational and procedural recom- 
mendations designed to improve service are discussed later in this 
volume. They will be fully effective, however, only if the service as- 
pect of insurance operations is thoroughly understood by each and 
every employee. This will require greater emphasis on the policy 
of prompt service through an intensified educational program for 
employees stressing the importance of this policy. 





4. ENLISTMENT OF VETERANS’ COOPERATION IN IMPROVING SERVICE AND 
REUDCING ITS COST IS NOT VIGOROUSLY PURSUED 


Since the insurance program for veterans, of necessity, is conducted 
principally by mail, the effectiveness and the cost of the service so 
provided are dependent toa great extent upon understanding coopera- 
tion of the veteran in following stipulated procedures. Procedures 
have been designed to make it as : simple and easy as possible for veter- 
ans to apply for insurance, pay premiums, convert policies, or change 
beneficiaries. Yet, most of the cases of delayed service involve situa- 
tions where veteran applicants or policyholders have not complied 
with the procedures or have not provided all the information required. 
For example, a standard envelope is provided each veteran for each 
premium payment; yet frequently veterans fail to use these envelopes. 
( ‘onsequently, there are delays in applying payments, which, in some 
cases, result in the lapse of policies. 

The veteran is offered reduced rates for payments on a quarterly, 
semiannual or annual basis. Such payments minimize service require- 
ments and reduce costs of operation; yet few veterans have adopted 
this mutually advantageous arrangement. 

The preblem of good service is a joint problem of the veteran and 
Veterans Administration. C ooperation of the veteran has not been 
vigorously sought by Veterans Administration. It needs to be em- 
phasized throughout ‘the operation and developed through an intensive 


educational campaign for veterans. 
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5. VETERANS ADMINISTRATION SHOULD BE MORE AGGRESSIVE IN 
MENDING NEEDED ADMINISTRATIVE CHANGES IN LAWS 


RECOM- 


It is recognized that in Government agency operations it is essential 
that the broad basic policies be established by legislation. This is the 
prerogative of Congress. It is also recognized that, in agency opera- 
tion, it is the responsibility of those charged with the administration 
of policies so established to seek revision whenever such policies unduly 
complicate operations and increase costs. In this respect the Assistant 
Administrator for Insurance has not exercised required initiative. 

The Assistant Administrator for Insurance should review carefully 
all proposed legislation affecting the insurance program and make 
every effort to have proposed restrictive and complicating adminis- 
trative provisions altered or deleted from such legislation. Where ad- 
ministrative provisions included in enacted legislation prove to be 
costly or difficult of execution, he should take immediate steps to bring 
such situations to the attention of Congress and suggest modifications 
to correct or alleviate them. 

He also should take the initiative in proposing to other agencies 
modifications of policies administered by them which adver ‘sely affect 
insurance operations. It is antic ipated that, in many cases, the 
difficulties arising from application of such policies to insurance 


operations, if fully understood, could be solved to the mutual satisfac- 
tion of both parties. 


6, ACCEPTED COMMERCIAL PRACTICES ARE FOLLOWED 


It is the policy of Veterans Administration to draw on the broad 
and extensive experience of the leading life insurance companies in 
the determination of procedures and practices to be followed in the 
insurance operations. The Assistant Administrator for Insurance, 
through an advisory committee composed of leading insurance execu- 
tives and through other personal contacts, keeps informed of the latest 
developments and improvements in insurance practice and ascertains 
whether these are applicable to the insurance program of Veterans 
Administration. Generally, the practices followed conform to ac- 
cepted commercial practices. 

7. IMPROVEMENTS IN METHODS AND PROCEDURES REQUIRE 
EMPHASIS 


GREATER 


Much has been accomplished in the simplification of methods and 
procedures to improve service and reduce costs, but there are many 
areas which offer additional opportunities for accomplishment. Im- 
provement of methods and procedures in an operation as large and 
complex as the insurance operation is a continuous program. Greater 
emphasis should be placed on this program, and the function should be 
provided for more clearly in the insurance organization structure. 
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&. THE POLICY OF STANDARDIZATION OF INTERNAL OPERATIONS 
TOO RIGIDLY 







Internal operations at district offices are specified in detail in pro- 
cedure manuals and are rigidly controlled through field inspections. 
Aes uniformity of practice is generally desirable and in some 

“ases mandatory, there are many actions and procedures which can be 
wend to advantage to meet local situations. The fact that such 
deviations cannot be made and that field executives have been afforded 
little opportunity to influence decisions on methods, procedures, rules 
and regulations has stultified initiative in the field so essential to in- 
crease of efficiency and reduction of cost. 








9. THE RECENTLY ADOPTED POLICY OF CONSOLIDATING INSURANCE 
OPERATIONS IS SOUND 


The decision to consolidate district offices and concentrate insur- 
ance operations in fewer locations adopted in mid-year 1951 is sound. 
Substantial savings in administrative costs have been realized, and 
additional savings will be obtained when the oaiaitidations are fully 
effective. The consolidated operations will provide opportunities for 
methods and procedures improvements not possible under more highly 
decentralized operations. In turn, these should improve service to 
veterans. 

















10. A MORE POSITIVE 





PUBLIC RELATIONS POLICY IS NEEDED 





The insurance operation of Veterans Administration is subjected 
to wide and extensive criticism from both veteran policyholders and 
those engaged in private insurance operations. This criticism is 
directed not at the program itself but at the quality of the service 
provided in connection with it. It stems from the poor service which 
was prevalent immediately after World War II when rapid discharge 
of large numbers of men from service created a peak load of insurance 
work which Veterans Administration was not equipped to handle. 

Although insurance service has improved markedly, little has been 
done to publicize this fact or to counteract the poor impressions which 
were created during the period mentioned above. With respect to the 
insurance program, Veterans Administration needs to adopt a more 
positive policy of developing and fostering understanding and appre- 
ciation, on the part of policyholders, veterans’ organizations and the 
insurance fraternity, of the quality of service it now provides. 

The foregoing appraisal of these more important operating policies 
under the jurisdiction of the Assistant Administrator for Insurance 
indicates the need for more positive implementation in some cases and 
for modification in others. Recommendations with respect to these 
policies are summarized briefly in the following paragraphs. 

(1) Promote and emphasize the policy of prompt service to veterans 
through an intensive educational campaign throughout the organiza- 
tion. Implement this policy by means of control reports designed to 
show cases of delayed service. 

(2) Actively and aggressively seek cooperation of veterans in the 
utilization of those procedures which will minimize administrative 
effort and improve service. 


8S IS APPLIED 






































ete Re 
Spar Ee 





a 


pas ane Wea et SR 





























Agha SES ee 








































EL DRS Cee 






Se 





GAO 






DE 








eH aero 






ae Ore 
















ag 


pe 
lo 


su 
p 
at 
ta 
Ol 
re 





ha baie 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 651 


(3) Exert more aggressive action to obtain changes of restrictive or 
cumbersome administrative practices stipulated by law. 

(4) Aggressively seek modification of policies of other agencies 
which adve rsely affect insurance operations. 

(5) Place greater emph: isis on methods i improvement, and encour- 
age and stimulate suggestions from the field and participation by field 
personnel in methods and procedure studies. 

(6) Modify the policy of rigid standardization to permit deviations 
locally where such deviations will improve service or reduce cost. 

(7) Develop a positive program of public relations. 

These policy recommendations emphasize the improvement of in- 
surance service to veterans. Although more aggressive promotion of 
policies affecting service will prove beneficial, improved service will be 
attained principally through organizational changes designed to facili- 
tate work flow and administrative decisions. These changes in basic 
organization structure of the insurance operation are discussed in the 
next chapter. 


Ill. Basic Organization or INSURANCE OPERATIONS 


Currently, organizational responsibility for insurance operations 
is divided between the Assistant Administrator for Insurance and the 
several district office managers. The Assistant Administrator for 
Insurance, who reports to the Administrator through the Deputy 
Administrator, is directly responsible for insurance operations at 
central office. He has, in addition, the broad responsibility for admin- 
istration of laws relating to veterans’ insurance, for promulgation of 
policies and for development of plans for all insurance operations. 
However, insurance operations in district offices are the direct re- 
sponsibility of the district managers, who likewise report to the 
Administrator through the Deputy Administrator. With respect to 
district office operations, the Assistant Administrator for Insurance 
has only functional responsibility for the technical phases of the 
insurance activities, 

This situation makes it necessary, in developing organizational 
recommendations for the insurance program, to consider both the 
organization plan for insurance activities at central office and the 
organization plan of the district office. The essential features of each 
of these plans as of the end of fiscal year 1951 are discussed in the 
following sections. 


1. BASIC PLAN OF ORGANIZATION—CENTRAL OFFICE 


Exhibit IV shows the basic plan of organization of central office 
insurance operations at June 30, 1951. The Assistant Administrator 
for Insurance selects and appoints, with the approval of the Adminis- 
trator, the 10 key executives in central office reporting directly to him. 
He is responsible for developing the insurance budget and for con- 
trolling actual expenditures within appropriation limits. He directs 
the determination of premium and dividend rates and establishes 
and enforces the extensive clerical procedures required throughout the 
insurance operation. 

Four assistants and six directors of services report directly to the 
Assistant Administrator for Insurance. Also reporting to him, in 
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ExHrpsit IV 


VETERANS ADMINISTRATION 
ADMINISTRATOR INSURANCE PROGRAM 
lee ee Present Plan of Organization 
TOP MANAGEMENT 

ACTUARIAL 

ADVISORY ASSISTANT 

COMMITTEE ADMINISTRATOR 

EXECUTIVE 


Jone 1951 
ASSISTANT TO ASSISTANT TO ASSISTANT TO 
wy ASSISTANT ASSISTANT ASSISTANT 
terion ADMINISTRATOR ADMINISTRATOR ADMINISTRATOR 
TGENER (LEGAL) (SUDGE T) (mé THODS) 


DISABILITY INSURANCE SPECIAL INSURANCE 
ACTUARIAL canenane e ‘st FIELD OPERATIONS UNDE RWRI TING eaett aeeians 
f ene CLAMS SERVICE ACCOUNTS SERVICE aa x ae 
SERVICE DIRECTOR DIRECTOR DIRECTOR SERVICE DIRECTO! SERVICE DIRECTO! DIRECTOR 


an advisory and consulting capacity, is an actuarial advisory com- 
mittee comprised of exec utives and chief actuaries of several important 
life-insurance companies. 

Three of the assistants specialize respectively on legal, budget and 
methods problems. The fourth acts as general assistant and as execu- 
tive assistant in the absence of the Assistant Administrator. The 
service directors supervise the activities of their respective organiza- 
tions at central office and provide inspection and functional direction 
of the corresponding activities in the district offices. They develop 
and recommend operating policies, standards, plans, and procedures 
for the services. In these 1 respects, they operate in a technical staff 

capacity. In addition, they direct the operations conducted at central 
office in connection with United States Government life insurance 
and in-service and foreign accounts of national service life insurance 


(Changes in organization now in process will centralize direction of 
operations at central office under a Washington operations service.) 
The major responsibilities of each service are indicated below. 

(1) Actuarial Service is responsible for the maintenance and pro- 
tection of the insurance funds. In carrying out this basic responsi- 
bility, it: 

1. Makes studies, valuations, and estimates of insurance funds. 


2 


» 


Develops premium rates. 

Prepares calculations of dividend rates. 
4. Maintains records of insurance funds and appropriations. 
5. Writes and issues all insurance policies, 

(2) Disability Insurance Claims Service is responsible for estab- 
lishment and administration of rules and regulations governing the 
settlement of claims for disability income and waiver of premium. 
In carr y ing out this basic responsibility, it: 

Determines the medical standards for adjudicating these 


sae 
9 


2. Adjudicates claims of national service life insurance policy- 
holders on active duty. 

3. Adjudicates all United States Government life insurance 
cases. 

4. Adjudicates certain other miscellaneous cases. 

Reviews decisions of district offices on other national service 

life insurance cases to ascertain whether established standards are 
being maintained. 
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6. Advises district offices concerning settlement of more com- 
re national service life insurance claims. 
Identifies awards resulting from extra hazards of service. 
(3) lose ance Accounts Service has responsibility for maintenance 
of accounts with policyholders. It: 
Issues United States Government life insurance premium 
notices. 
Makes and records collections of United States Government 
life insurance premiums. 
3. Authorizes policy loans and maintains loan records. 
4. Furnishes data for dividend calculation. 
). Maintains in-service and foreign national service life insur- 
ance accounts, 

6. Provides staff supervision and appraisal of the work of in- 
surance accounts divisions in the district offices, and determines 
action required in these offices to eliminate backlogs of work and 
a ove service. 

(4) Field Operations Service is responsible for the coordination of 


technical instruction and field inspections. This responsibility in- 
Te 


an 


Coordination of field office inspections and appraisals by 
re presentative of central office insurance services. 
Review and coordination of issues to field offices covering 
acliehie standards, and procedures. 
Preparation and issuance of instructional manuals on insur- 
ance operations. 
4. Control of publications within the insurance organization. 
5. Provision of answers to administrative questions from the 
field. 


(5) Underwriting Service is responsible for authorizing issuance 

of ee insurance contracts. This involves: 
. Determination of legal an’ physical eligibility for the in- 
omnes e contract. 
Authorization of beneficiary and other settlement provisions 
requested by the policyholder. 
3. Handling of conversions and changes in individual policies. 
In carrying out these responsibilities, Underwriting Service 
at central office is directly responsible for United States Govern- 
ment life insurance and in-service and foreign national service 
life insurance contracts and is functionally responsible for cor- 
responding district office activities pertaining to the remainder 
of national service life insurance contracts. 

(6) Special Insurance Projects Service is an organization unit 
which was established to calculate and prepare vouchers for the pay- 
ment of the first national service life insurance dividend on approx- 
imately 20,000,000 policies. It has been retained for the purpose 
of calculating subsequent dividends. In this connection, it operates 
a very large punched card machine accounting installation. 

2. BASIC PLAN OF ORGANIZATION—DISTRICT OFFICE 

Currently, district offices perform two services for veterans, their 
dependent and beneficiaries. First, the district office is responsible 
for servicing the national service life insurance policies of veterans 
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living in the geographical area assigned to it. Second, the office ad- 
judicates all claims of veterans dependents for compensation, pension, 
and other miscellaneous benefits available on the death of a veteran. 

The organization structure of the district office reflects its respon- 
sibility for the two basic functions. This is shown on exhibit V. The 
plan of organization provides for a Claims Service and an Insurance 
Service. Both are directly responsible to the district office manager. 
Supporting the operating services are four staff service divisions: 
Administrative, Finance, Personnel, and Supply. These divisions 
also report directly to the district office manager. 

According to the Veterans Administration organization manual 
(MEC-—4), “The manager is responsible to the Administrator for the 
efficient and proper integration, coordination, and supervision of the 
operations of the district office; is responsible to the Administrator, 
through the appropriate Assistant Administrator, for the proper 
application of approved procedures and regulations regarding the 
operations assigned to these officials: is responsible for statistical re- 
ports, preparation of budget estimates, exercise of budgetary control, 
and public relations; and performs other responsible supervisory, 
planning, and organizing functions, as required for the efficient oper- 
ation of the district office.” 

Like the district office manager, other district office executives have 
responsibilities for operations at district office but have no responsibil- 
ity for over-all policy formulation and planning. Even responsibility 
for development of improved procedures and methods is limited. A 
brief description of the major responsibilities of the various district 
office executives follows. 

(1) The organization and methods examiner acts as a staff assistant 
to the district office manager and is responsible for preparation of 


annual and quarterly budget estimates; control of district office pub- 
lications, forms and reports; direction of the work simplification and 
management programs; and conduct of special studies of organization 
and methods. 

(2) The Claims Service Director’s principal functions is the ad- 
judication of claims under the jurisdiction of the district office. These 
include: 


Death claims of beneficiaries of deceased veterans insured 
under the national service life insurance program. 

2. Claims for compensation and pension filed by dependents of 

the deceased veterans. 
Reimbursement for burial, funeral, and transportation ex- 

penses of deceased veterans. 

4. Accrued disability and death compensation or pension, re- 
tirement pay, subsistence allowance, and readjustment allowance. 

He is also responsible for preparation of statistical reports on 
claims activities and for settlement of overpayments which may 
arise in the district office when these are not in excess of $500. 

(3) The Insurance Service Director is responsible for the insur- 
ance activities at.a district office. Under his direction, contracts are 
granted under the national service life insurance laws; reinstatements, 
conversions, and changes affecting individual insurance policies are 
processed; premium notices are issued, remittances are received, and 
premium account records are maintained. He is also responsible for 
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settlement of claims for waiver of premium and disability income un- 
der disability clauses of national service life insurance. 

(4) The Administrative Division Chief is responsible for the pro- 
vision of office services such as mail, telephone, filing, tabulating and 
similar services to all district office organization units. 

(5) The Finance Division Chief is responsible for maintenance of 
the general accounting records of the district office. He directs the 
payroll activities, the maintenance of beneficiary accounts, and the 
audit of vouchers and their certification for payment. He is also re- 
sponsible for the functions performed by t che agent-cashier. How- 
ever, the functions of the Finance Division Chief do not include re- 
ceipt, recording, and deposit of premiums and other payments on 
national service life insurance polici 1es. 

(6) The Personnel Division Chief directs the district office per- 
sonnel activities, which include recruitment and placement of dis- 
trict oflice personnel; administration of training, rating, personnel 
relations, employees’ health, first-aid, and injury compensation pro- 
grams; maintenance of personnel records; and preparation of posi- 
tion classifications. 

(7) The Supply Division Chief’s principal responsibility is the 
procurement, warehousing, and distribution of office supplies and 
equipment. He establishes inventory levels, executes contracts, and 
disposes of surplus and salvage items. In addition, he is responsible 
for: 

Preparation of bills of lading. 

2. Liaison with the Public Building Service on questions of 
maintenance, repair, and operation of utilities and building serv- 
ices in facilities used by the district office. 

* Determination of space requirements. 

Alteration and improvement of real property and the ac- 
scien or disposal of Veterans Administration interests therein 
as authorized. 

Maintenance and operation of vehicles. 

Administration of the safety and fire protection program. 


3. RECOMMENDED BASIC ORGANIZATION PLAN 


The present plan of organization of the insurance operations has 
certain fundamental weaknesses which impair internal efficiency of 
operations and resulting service to veterans and increase the cost of 
operations. ‘These weaknesses, together with recommendations to 
correct them, are discussed in the following paragraphs. 


(1) Assign responsibility for district office operation to the Assistant 
Administrator for Insurance 

The present plan of organization divides the administrative re- 
sponsibility for insurance operations between the Assistant Adminis- 
trator for Insurance, who has direct responsibility for United States 
Government life insurance and in-service and foreign national service 
life insurance accounts, ae district managers, who have direct ad- 
ministrative responsibility for the remainder of national service life 
insurance operations. This division of responsibility increases the 
difficulty of coordination of insurance activities and interferes with 
the effectuation of new and revised policies and procedures designed 
to improve effectiveness of operations and service to policyholders. 
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Costs of operation are increased because of the necessity for field in- 
spections to assure compliance with established policies and pro- 


cedures. 


The Assistant Administrator should have direct. responsi 


all insurance operations. 
sponsibility of district office managers should be transferred from the 
Deputy Administrator to the Assistant Administrator for insurance. 

This recommendation supplements recommendations made in vol- 


ume If, 


bility for 
lo accomplish this, the organizational] 


Top Management, concerning the organization of Veterans 


Administration into seven completely integrated basic program op- 
erations, one of which is insurance. 


(2) Transfer responsibility for settlement of insurance death claims 


to the 
Insurance disability 
are a matter of contract rather than of gratuity. 


4 | ssistant 


and death claims, 


Administrator for Insurance 


unlike claims for 


benefits, 


Responsibility for 


settlement of insurance disability claims h: is alw: ays been placed within 
the insurance operation. 


for Claims. 


Since 1946, however, responsibility for set- 
tlement of insurance death claims has been vested in the 
Administrator 


Assistant 


This is an unnatural segregation of in- 


surance functions and is contrary to accepted commercial insurance 


practices. 
Transfer 
claims to the 


of the 
Assistant 


responsibility for settlement of insurance death 
Administrator for Insurance and their inte- 


gration with insurance disability claims to form a complete Insurance 
Claims Service will place these activities in the hands of employees 


skilled in handling contractural 
service to beneficiaries should be improved by the 


mended. 


insurance 


Consequently, 
change 
The work of handling insurance death claims is now or- 


recom- 


ganized separately within the Dependents and Beneficiaries Claims 


Division. 


The relationships between this unit of the organizati 


on and 


the remainder of the Division are purely procedural and can he main- 
tained equally as well under the recommended organization plan. 


> 


(35) Locate ad judicati yn of C07 ppen sation. pens ? 
claims of de pe ndents with other claims activities 


cellaneous 


Responsibility for adjudication of dependents’ claims for compensa- 
tion, pe nsions and burial. funeral and tr: sport: ition allowances should 


remain with the assistant administrator for claims, since these 


are not 


matters of contract but are benefits granted under provisions of Fed- 


eral laws. 


These claims activities, 


he ywever, 


should be taken out of 


district offices and located with other claims activities, as discussed in 


Volume VII, Claims Programs. 


Assignment of responsibility for district office operation to the as- 


sistant administrator for insurance makes this move essential. 
wise, there would be 


Other- 


a conflict of authority within the district office. 


It is recognized that there will be a continuing need for exchange of 


certain 


information. 
chapter VI of this volume. 


(4) Decentralize 


to district offices 
Although the provisions of the laws governing United States Gov- 


ernment life insurance and national service life insurance 


Procedures covering this will be discussed in 


United States Government life INSUrance ope rations 


differ in 


some respects, the insurance operations with respect to both types are 
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essentially the same. In the interest of economy of operation, the 
operating activities in connection with United States Government 
life insurance now performed in central office should be transferred 
to the district offices. 
(5) Transfe r in-service account oO pe rations to the Philade Iphia dis- 
trict office 

To complete the separation of planning and operating functions 
inherent in good organization, the operating functions now performed 
by the central staff services in connection with in-service accounts 
should be transferred to the Philadelphia district office. This should 
be done only after these accounts have been reduced to a minimum by 
the indemnity program. There are advantages in handling all in- 
service allotment accounts in one place, because of the specialized pro- 
cedure involved. Therefore, they should not be decentralized to all 
district offices. Location of these operations at Philadelphia is ree- 
ommended because adequate space could be made available and be- 
cause of the close geographical location of that office to Washington, 
where the military services have their headquarters. 


(6) Assign to the Assistant Administrator for Insurance full respon- 
sibility and authority for direction of aueiliary staff services 
within the Insurance De partment 

Under the present plan of organization, responsibility for direction 
of auxiliary staff services required within district offices, such as bud- 
get, finance, supply, personnel, and office administration, is vested in 
the district office manager. In actual practice, however, the chiefs of 
these services receive their direction from the Directors and Assistant 
Administrators of these functions in Washington. This direction is 
accomplished through the issuance of manuals and directives detail- 
ing procedures which must be rigidly adhered to; through field inspec- 
tions by these services; through control over personnel ceilings, staffing 
patterns and appointments; and through direct personal contact with 
district office chiefs when questions of operations arise. As a result 
of these management practices, the heads of the operating services 
generally consider that they are responsible to their counterparts in 
central office rather than to the district office manager. 

Even an aggressive and courageous manager has but a very limited 
effect on the operation of a district office. He can provide some co- 
ordination of local service and division activities. He can influence, 
to a limited extent at least, the selection of the principal executives but 
he cannot appoint these men without the approval of the respective as- 
sistant administrators and directors. Actually, the area in which he 

can exercise judgment and management ability is relatively limited. 

Most of the important decisions are made in Washington and are im- 

plemented by direct contact between Washington and the staff service 

chiefs in the district offices. 

This situation has been aggravated by the existing organizational 
relationship between district office managers and the Assistant Ad- 
ministrator for Insurance, with the latter having no control over the 
former, and by the absence of service staff personnel within the central 
office insurance organization, 

It already has been recommended that the Assistant Administrator 
for Insurance be made responsible for district office operations. This 
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will strengthen the position of the district office manager and provide 
a direct line of authority for control and direction of the staff services 
in the district offices by the Assistant Administrator for Insurance. 

It is further recommended that the central office organization of 
the Assistant Administrator for Insurance be augmented by the ap- 
pointment of an insurance counsel, an assistant for personnel, an 
assistant for administrative activities, and Directors of Budget and 
Finance Service and Methods and Standards Service, responsible 
directly to the Assistant Administrator for Insurance. This would 
provide for the necessary technical direction of these functions within 
the organization structure of the Insurance Department and would 
obviate the present direct relationships between the heads of such 
staff services in central office and the chiefs of these services in district 
offices. 

Under such an organization plan, functional manuals and directives 
issued by the staff departments of the Administrator should be re- 
stricted to basic policies and procedures. This would leave district 
office personnel free to make sound operating decisions required for 
efficient management. These manuals and directives should be issued 
to district offices through the corresponding staff directors of the As- 
sistant Administrator for Insurance. Field inspections should no 
longer be necessary, as the staff directors within the insurance organ- 
ization would be responsible for compliance with policy and would be 
working closely with district office managers to assure understanding 
and to review application in the light of practical operations. 

Determination of personnel ceilings, staffing patterns, appointments, 
and budgets for such services should be the responsibility of the 
Assistant Administrator for Insurance, who would have the necessary 
technical assistance required to control these matters within the In- 
surance Department. 

Lhis plan of organization is in line with the recommended plan of 
organization for top management of Veterans Administration dis- 
cussed in volume II. 


( 7 ) Continue Actuarial Ne PVvice . Insurance Accounts Neé rece le and 
Unde reeriting Nervice as units of the basic organization plan 
These units of organization, now existing, should be continued, as 
they constitute separate and distinet functions of the operation. They 
would, however, have no responsibility for direction of operations as 
they now have but would become staff services with responsibility for 
program planning and policy promulgation. 
Replace the Field Operations Service with a Methods and Stand- 
ards Service 

The proposed changes in the basic organization structure discussed 
above will eliminate the nec essity for a formalized field-inspection 
program, the coordination of which has been one of the principal 
functions of the Field Operations Service. 

The inclusion of Staff Administrative Services within the central 
office organization will provide the technical staff required to answer 
administrative questions from the field offices which now occupy much 
of the time of the Field Operations Service. 
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It is therefore recommended that this Service be abolished and that 
the remaining functions of the Service be transferred to a newly 
created Methods and Standards Service. These functions would be: 

1. Review and coordination of issues to district offices covering 
policies, standards, and procedures. 

2. Preparation and issuance of instructional manuals on insurance 
operations. 

3. Control of publications within the insurance organization. 

In addition to these functions, the Methods and Standards Service 
should be responsible for the study and development of new and 
improved methods and procedures connected with insurance opera- 
tions and for the development and establishment of work-measure- 
ment standards. 


(9) Abolish the Special Insurance Projects Service 

The work of calculating dividends and preparing vouchers for their 
payment should be combined with premium accounting work in the 
district offices. This is the sole function of the Special Insurance 
Projects Service, which was established originally on a temporary 
basis to handle the first-dividend payment. Since its original pur- 
pose has been accomplished, the Service should be discontinued. 


(10) Consolidate district offies into three insurance centers 

During the latter part of 1951 the number of district offices was 
reduced from 13 to 10 by the consolidation of the Boston, New York, 
and Richmond offices with the Philadelphia office. Recently, the 
number was further reduced to five. The district offices now are 
located at: Atlanta, Ga., Dallas, Tex., Denver, Colo., Philadelphia, 
Pa., and St. Paul, Minn. 

The present plans of the Assistant Administrator for Insurance 
provide for the consolidation of the Atlanta and Dallas operations. 

These moves would result in the continuation of four district office 
operations, with Philadelphia handling approximately 2,000,000 ac- 
counts; St. Paul, 830,000; Denver, 700,000; and Dallas, 450,000. 

Veterans Administration officials estimate that annual savings of 
salaries, rent, utility, and communications resulting from consolida- 
tion of five offices at Philadelphia will total $2,700,000. Offsetting 
this saving the first year would be the one-time cost of consolidation, 
estimated at $1,828,000. Thereafter, the Veterans Administration 
would realize the full savings annually. 

Reports from Philadelphia indicate that actual savings may be in 
excess of estimates, as some potential savings not included in the 
original estimates are being realized as the consolidation progresses. 

The savings already realized at Philadelphia substantiate the 
soundness of the general policy to consolidate operations further. It 
is estimated that additional annual savings of $2,500,000 will be real- 
ized as a result of the other consolidations. 

Two other factors require consideration before final conclusions 
van be reached concerning the advisability of pursuing the course 
now planned. These are services to policyholders and the future 
volume of insurance activity. 

The Veterans Administration insurance operation is largely a mail- 
order business. Few policyholders or their beneficiaries ever hove any 
direct personal contact with insurance personnel. Such personal con- 
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tacts that have taken place in the past have been made principally 
with contact. personnel of the regional office staffs. 

Because insurance transactions with policyholders are generally 
conducted by mail, it might seem that the length of time required for 
delivery of mail between veterans and district office should be con- 
sidered in determining the minimum number of such offices which 
would be practical. However, since the processing of a reply to an 
inquiry or request may require several weeks, the effect of added time 
for delivery of mail is minor. 

Normally, the mail service has no effect on the delivery of premium 
notices to policyholders and payment of premiums. Premium notices 
are sent out well in advance of due dates. In determining whether 
or not a payment has been made on time, postmark date on the en- 
velope used to send in premium payments is the important date and 
not the date of receipt at the district office. 

Since mail delivery has little material effect on insurance service to 
veterans and since the insurance contacts with veterans are principally 
by mail, it is apparent that consolidation of district offices will not 
adversely affect service to veterans. 

Future insurance workloads are difficult to predict because it is 
not certain how many new veterans there will be who will purchase 
new insurance under the present laws nor can future extensions of 
the insurance program be foreseen. In view of these uncertainties 
concerning the future volume of work, the district offices remaining 
after consolidation should be capable of considerable expansion if 
the need should arise. 

From the foregoing analysis, it is apparent that operating cost is 
the most important factor in determining the number of district of- 
fices. Based on this one factor, consolidation at one office would be 
desirable except that such an office would be excessively large and 
would encounter some inefficiencies resulting from size and the weak- 
ening of human relations within the organization that frequently 
accompanies large size. 

If two or more centers are established, there would be a basis for 
engendering competition between centers. There also would be the 
advantage of enabling top executives to concentrate on the least effi- 
cient unit, with ultimate progress for the whole operation resulting. 
Furthermore, two or more centers provide greater protection in the 
event of national disaster which might result from all-out warfare. 
They also provide greater flexibility should future increase in work- 
load necessitate expansion. 

These advantages indicate that the decision to continue operation 
of more than one district office is sound. Furthermore, it is very prob- 
able that maximum economy of operation will be attained in an office 
handling not more than 2,000,000 accounts. 

The determining factor in reaching a decision concerning the num- 
ber of district offices to be retained is operating cost. Retention of 
four offices, as planned, would still leave a very small operation of 
approximately 450,000 accounts at Dallas. Such an operation is too 
small to realize potential economies of mechanized operation and 
would require a full complement of executive and operating service 
personnel. With some alteration in territory assignment and a fur- 
ther consolidation of the proposed Dallas and Denver operations at 
either one of these cities, an additional savings of approximately 
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$1,000,000 annually could be realized. We therefore recommend that 
district offices be consolidated to three rather than four as now 
planned. A comparison of the workloads under the present plan 
and this proposal is shown below. 


Number of accounts 


Otlice 
Present Proposed 
Plan Plan 


Philadelphia ‘ ‘ 2, 000, 000 2, 000, 000) 
St. Paul z 830, 000 1, 040, 000 
Denver . 700, 000 


Dallas J F Peart 450, 000 940, 000 


Total ee - 3, 980, 000 3, 980, 000 


The proposed plan provides all of the advantages of the present 
plan of consolidation but is considerably more economical in that it 
eliminates the extra costs of supervisory personnel, staff organization 
and facilities for one office and provides three offices, ee ach of which 
is large enough to gain full advantage of modernization and mechani- 
zation of procedures. 

Furthermore, workloads could decrease considerably before any 
one of the three offices would reach the minimum point where further 
consolidation would be required. Under the present plan, any ap- 
preciable reduction in workload would leave three relatively small 
and uneconomical operations. 

Arguments might be presented for two insurance centers instead 
of three. This would mean two operating units, each with approxi- 
mately 2,000,000 accounts. There would be some cost advantage in 
such a program, but it would not provide the same margin of safety 
in event of war nor any appreciable capacity for possible future 
expansion as would three insurance centers. 

The Philadelphia consolidated insurance office is already in success- 
ful operation with a trained staff and adequate working space. Since 
the Columbus district office has been absorbed, the territory served 
ranges from Maine to South Carolina and west to include Michigan, 
Ohio, and Kentucky. There is no reason to consider moving this 
well-established insurance operation. 

The remaining two centers should be located in two of the present 
district-oflice cities to take advantage of the experienced personnel 
already located there. Such experienced personnel is needed to form 
a nucleus for the consolidation with other district office organizations. 

The following judgments can be made on the relative advantages 
of present district office locations: 

Atlanta is a good location but it is distant from the Western 
States. 

Dallas has a good geographical location in the South and about 
halfway between east and west coasts. Personnel is reported to be 
available in adequate numbers. Rail and airline transportation is 
satisfactory, too. The Federal Government owns an office building 
there, but this is not considered suitable for an insurance center with 
about 1,000,000 direct pay accounts. 

Denver is reported to have an adequate supply of stenographers 
and clerical personnel but a shortage of low-cost housing. Rail and 
plane service is good. The Federal Government owns an office building 
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at Denver. Insurance organization currently is combined with the 
regional office. 

4. St. Paul has a good at for personnel. Transportation facili- 
ties are exceptionally good. St. Paul is fortunately located for serving 
the upper Midwestern and Serteaehinrs States. Space is availab le 
at Fort Snelling, but it is generally unsatisfactory. Currently, the 
insurance operation is housed in old barracks buildings. Work areas 
are small, and floors cannot be heavily loaded. Probably a building 
will have to be erected to house the msurance operations efficiently. 

On the basis of the foregoing analysis and an examination of the 
territories to be served, St. Paul is a logical choice for location = 
one of the insurance centers. The strong factors for St. Paul : 
availability of qualified personnel and space, even though this cpa ice 
is not wholly satisfactory for most efficient operation. The other 
office could be located either in Dallas or in Denver. Preference for 
Dallas is indicated because it is more centrally located in the terri- 
tory to be served, 

In consolidation of operations at St. Paul, the entire operations of 
the Seattle and Chicago district offices have been absorbed. Dallas 
should be a combination of the Oakland, Denver, St. Louis, and At- 
lanta district offices. 

Some redistribution of accounts is desirable to secure more logical 
territorial arrangement for the centers and to get a better balance in 
the number of accounts between Dallas and St. Paul. 

Accounts in the State of Wyoming should be removed from the 
rest of the Denver accounts and assigned to St. Paul. This is a 
more logical point from which to serve Wvoming policyholders than 
is Dallas. 

Michigan accounts can be served more readily from St. Paul than 
from Philadelphia. This is particularly true of the upper peninsula 
accounts. Since there are operational advantages in keeping the 
accounts for entire States together, the Michigan accounts should 
be separated from other Philadelphia accounts and transferred to St. 
Paul. 

The St. Louis district office accounts should be divided, with Kansas 
and Missouri accounts going to St. Paul and the Arkansas and Okla- 
homa accounts vomng to Dallas. This redistribution would result 
in a mor » bal: anced wordload for both offices. 

2) he Rec uane terr itor ies to be served | Vv the Dallas, Philadelphia, 
and St. Paul insurance centers are shown on exhibit VI. 


Phy Ae lopt the PEOCOMI TE nade d hasic plan of organiz ation 


The organizational changes discussed in the previous recommenda- 
tions will result in the establishment of a basic organization plan for 
the Insurance Department, as shown on exhibit VII. Following this 
chart are statements of the more important responsibilities of the 
Assistant Administrator (exhibit VII-1) and the responsibilities com- 
mon to other executive positions shown on the chart (exhibit VIT-2). 

The organization chart defines lines of responsibility and authorit 
but it should not be construed as indie: ating channels of contact. The 
proposed plan permits and requires the exere Ise of common sense and 
good judgment, at all organizational levels, in determining the best 

channe ls of contact nec essary forthe clgediceas handling of the work. 

Contacts between units of the organization should be carried out 
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Exursir VII 





ADMINISTRATOR oe — 
INSURANCE PROGR 
FOR VETERANS AFFAIRS — 
DEPUTY ADMINISTRATOR Proposed Plan of Organization 
TOP MANAGEMENT 
April 1952 
INSURANCE INSURANCE 
DEPARTMENT 

ADVISORY ” ASSISTANT 
COMMITTEE ADMINISTRATOR 


asustant BUDGET AND ASSISTANT FOR METHODS AND 
FOR PERSONNEL FINANCE SERVICE ADMINISTRATIVE STANDARDS SERVICE INSURANCE 
DIRECTOR SERVICE DIRECTOR COUNSEL 


ACTUARIAL "| =§NSURANCE CL Aims INSURANCE UNDERWRITING 
SERVICE SERVICE ACCOUNTS SERVICE SERVICE 
DIRECTOR DIRECTOR OMRECTOR DIRECTOR 

ST. PAUL PHIL ADELPHIA DALLAS 
INSURANCE CENTER INSURANCE CENTER INSURANCE CENTER 
MANAGER MANAGER MANAGER 


in the most direct way. In making such contacts, however, it is the 
duty of each member of the organization to keep his immediate su- 
perior informed of : 

1. Any matters on which his superior may be held accountable by 
the executive to whom he reports. 

2. Any matters in disagreement or likely to cause controversy within 
or between any units of the organization. 

3. Matters requiring advice by his immediate superior or his assist- 
ance in coordination with other units of the organization. 

4, Any matters involving recommendations for changes in or vari- 
ance from established policies and procedures. 


Exuisir VII-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF 
ORGANIZATION, TorP MANAGEMENT, APRIL 1952 


RESPONSIBILITIES OF THE ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to the insurance program. 

2. Forecast facility, personnel, supply and budget requirements for the insur- 
ance operations. 

3. Formulate and recommend objectives and policies for the insurance program. 

4. Develop and recommend a plan of organization for insurance operations. 

5. Approve program, plans and procedures for effective execution of insurance 
operation. 

6. Consult with and utilize the services of the functional staff services of the 
administrator in the development of policies, plans, programs, procedures and 
standards of performance for the insurance program; in training, counseling 
and guiding of functional staff personnel in the Insurance Department; and in 
the appraisal of results. 

7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

8. Maintain good relations with employees of the Insurance Department. 

9. Direct and coordinate insurance operations in accordance with established 
objectives, policies, plans, procedures and organization structure and within 
approved budget limits and existing laws and regulations. 
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10. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations and 
procedures. 

11. Keep the administrator informed concerning current insurance operations, 
results and future plans through established reports and personal meetings. 

12. Establish standards of performance, and evaluate results of the insurance 
program. 

13. Keep informed of technical and administrative developments in the insur- 
ance field, and maintain good relations with interested technical and other 
outside groups and with government representatives and agencies. 


Exursitr VII-2 


RESPONSIBILITIES COMMON TO ALL EXECUTIVES REPORTING DIRECTLY TO THE 
ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to assigned functions. 
2. Develop and recommend facility, personnel, supply, and budget requirements 
for operations under his direction. 

3. Develop and recommend pregrams, plans, procedures, and organization for 
assigned functions 

t. Select immediate subordinates, and approve selection of their immediate 
subordinates. 
i I) rect the oper: tion of assigned functions. 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving mutual 
problems, and in complying with established rules, regulations and procedures. 

S. Keep the Assistant Administrator informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

% Develop standards of performance, and evaluate results of assigned 
operations 

10. Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and other 


sutside groups and governmental agencies. 


Phe plan shown on exhibit VIL provides for an Assistant Adminis- 
irator with full responsibility for insurance operations as head of 


the Insurance Department. He is directly responsible to the Deputy 
Administrator and through him to the Administrator for Veterans 
Affairs. 

As chief executive of the Insurance Department, the Assistant Ad 
ministrator administers all laws relating to veterans’ insurance. He 
directs insurance operations and the budget and finance, adminis- 
trative service, personnel, methods and standards, and legal activities 


1 


he Insurance Department in connection with oper- 
ations. He cooperates with other Assistant Administrators and chiefs 
of staff services to see that these activities comply with Veterans Ad- 
ministration policies, the rules and regulations of this and other 
Government agencies and the laws that are applicable. 

The proposed plan of organization, provides for six service direc- 
tors, three staff assistants, and three insurance center managers, all 
reporting to the Assistant Administrator for Insurance. The three 
assistants are the insurance counsel, the assistant for personnel, and 
the assistant for administrative services. The Actuarial, Insurance 
Claims, Insurance Accounts, Underwriting, Budget and Finance, and 


required within t 


Methods and Standards Services complete the central office part of 


the organization. The proposed plan also provides for the continu- 
ation of the present Insurance Advisory Committee. 

The insurance counsel advises the Assistant Administrator on legal 
problems involved in insurance operations. 
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The assistant for personnel advises the Assistant Administrator 

on personnel problems and activities in the Insurance Department. 

He is responsible for — administration and maintenance of 

personnel relations. He works with insurance executives in the de- 

velopment of proper position classifications and reviews and inspects 
position descriptions. He acts as liaison with the central office Per- 
sonnel Department in recruitment of central office personnel. He also 
provides functional direction to the personnel officers in the district 
offices and guides the development of training programs. 

The Assistant for Administrative Services is responsible for the de 
velopment of office administrative policies and practices and for the 
determination oft policies, plans, and procedures tor the requisitioning, 
handling, storage, and issuance of office sup »phie sand equipment. He 
provides functional guidance to administrative service officers in the 
district offices and acts as liaison with the Administrative Services 

: Department and the Purchasing and Supply Department in connec- 
tion with these activities in insurance. 

The Director of Actuarial Service is responsib le for the deve aoe 
ment of actuarial policies and the direction of the work involved 1 
actuarial studies to determine premium rates and fund requirements. 
1 The Director of Insurance Claims Service is responsible for de- 
. velopment of policies, plans, and procedures for the settlement of 

insurance disability and death claims and for functional guidance of 
d insurance Claims activities in district offices. 

The Director of Insurance Accounts Service develops policies, plans 
and procedures for maintenance of insurance accounts and provides 
functional guidance of insurance accounts activities in district offices. 

The Director of Underwriting Service is responsible for develop- 
f ment of policies, plans and procedures governing review and accept- 
ince of insurance applications and for technical guidance to under 


i} 


y wities executives in the district offices. 

. The Director of Budget and Finance Service is responsible for the 
administration of budget procedures and for the maintenance of 
linancial records other than premium accounting records required 

: within the Insurance Department. He provides functional guidance 

; to the budget and finance officers in the district office and acts as 

liaison with the Budget and Finance Department in connection with 

these activities In insurance. 

7 The Director of Methods and Standards Service is responsible for 

8 the development of new and improved methods and procedures and 

adequate standards for work measurement, for the coordination of 
publications and issues to the district offices and for the preparation 

1] und issuance of manuals conc erning insur ance oper: ations. : 

a The organization units described above are staff units whose prin- 

cipal responsibilities are development and interpretation of operating 

= policies, planning of the technical and service functions of the in- 

d surance operation, establishment of standards of performance, pro- 

f vision of functional guidance and control of operations, and evaluation 

i of results. 


The operations connected with insurance are conducted entirely in 
al the district offices under the direction of the three district office 
Managers, 
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4. ADVANTAGES OF THE RECOMMENDED BASIC PLAN OF ORGANIZATION 





The proposed plan of organization will prove of benefit to both 
Veterans Administration and veterans. Service to policyholders and 
their dependents will be improved as a result of : 

! 1 ) Transfer of operations from central office to district offices. 

) Greater delegation of authority to district office managers. 

( 3) Direct reporting relationship of district office managers to the 

assistant administrator for insurance. 

(4) Inclusion of responsibility for settlement of insurance death 

claims in the Insurance Department. 

(5) Establishment of supporting staff services within the Insur- 

ance Department. 

Planning, direction, coordination and control of insurance opera- 
tions will improve as a result of : 

(1) Consolidation of responsibility for insurance operations with 
the Assistant Administrator for Insurance. 

(2) Decentralization of operating functions to district offices. 

(3) Integration of supporting staff services with insurance opera- 
tions. 

(4) Reduction of the number of district offices to three. 

(5) Clarification of line and staff responsibilities and resulting 
elimination of field inspections. 

Cost of operations will be reduced as a result of : 

(1) Decentralization of operating functions to district offices. 

(2) Reduction of the number of district offices to three. 

(3) Establishment of a Methods and Standards Service responsible 
for development of work standards and economical work methods. 

(4). Abolition of Special Insurance Projects Service. 

(5) Elimination of field inspections. 

Further improvement in service operations and cost can be realized 
from certain recommended changes in supplementary organization at 
both central and district offices. These are discussed in the succeeding 
chapters. 


LV. SuppLEMENTARY PLAN OF ORGANIZATION—CENTRAL OFFICE 


The discussion of the basic plan of organization of insurance opera- 
tions at June 30, 1951, contained in the previous chapter described 
the general responsibilities of each of the six services reporting to the 
assistant administrator. In this chapter, the manner in which each 
service was organized at that date to fulfill these responsibilities is dis- 
cussed and recommended changes in organization are outlined. 


1. PLAN OF ORGANIZATION——ACTUARIAL SERVICE 


The present plan of organization of the Actuarial Service is shown 
on exhibit VIII. The service is headed by a Director who is respon- 
sible to the Assistant Administrator for insurance. Reporting to the 
Director is an Assistant Director to whom report the supervising 
actuary of the Technical Division and the Chief of the Operations 
Division. 
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(1) The Technical Division is responsible for actuarial calculations 
and the maintenance of insurance fund records. The work of the 
division is performed in three sections—Research, Civil Relief, and 
Statement. The chiefs of these sections report to the supervising 
actuary of the division through his assistant. 

The Research Section is responsible for technical analyses and actu- 
arial calculations with respect to the insurance funds and appropria- 
tions and for the determination of dividend rates. 

The Civil Relief Section administers article 4 of the Soldiers’ and 
Sailors’ Relief Act of 1940, as amended, which provides for the pro- 
tection of insurable rights of policyholders while in active service and 
for 1 year after expiration of such service. Such protection, obtained 
by application, is limited to policies not in excess of $5,000 on which 
premiums are not due and unpaid for more than 1 year prior to the 
date of application and on which there are not outstanding loans in 
excess of 50 percent of the cash surrender value thereof. 

The Statement Section maintains records of the insurance funds 
and of the appropriations made for settlement of insurance claims 
arising out of the extra hazards of service. 

(2) The Operations Division is responsible for the processing of 
insurance applications and other source documents, the handling of 
dividends on United States Government life-insurance policies, and 
the issuance of policies. The work of the division is performed in 
seven sections: Reports, Dividend Payment and Correspondence, 
K-V-H Coding, N-Coding, Service, Tabulating, and Computing. The 
chiefs of these sections report to the chief of the division through his 
assistant. 

The Reports Section is responsible for compilation of various actu- 
arial reports. 

The Dividend Payment and Correspondence Section is responsible 
for processing and payment of dividends on United States Govern- 
ment life-insurance policies in accordance with rates determined by 
the Research Section of the Technical Division. 

The K-V-H Coding Section and the N-Coding Section code applica- 
tions and other source documents for recording on punched cards. 
The former handles source data from policy holders and the latter that 
from new applicants. 

The Service Section performs two functions. It receives and proc- 
esses appligations and other source data prior to coding, and it checks, 
certifies, and mails policies to the insured. 

The Tabulating Section prepares and processes punched cards re- 
flecting source data, produces. statistics and reports from them and 
prepares insurance policies. 

The Computing Section makes mathematical calculations required 
in connection with the work of the Actuarial Service. 


2, PLAN OF ORGANIZATION—DISABILITY INSURANCE CLAIMS SERVICE 


The present plan of organization of the Disability Insurance Claims 
Service is shown on exhibit IX. This service, headed by a Director 
who is responsible to the Assistant Administrator for Insurance, 
handles claims for waiver of premium and disability income. Report- 
ing to the director is an assistant director to whom report the chiefs 
of three divisions—Disability Determination, Service, and Standard- 
ization. 
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(1) The Disability Determination Division is responsible for the 
settlement of claims for waiver of premium and disability income 
benefits. The work is performed in 10 settlement sections grouped 
under three section heads, a Contact Section and a Committee on Extra 
Hazards of Service under direction of a chairman. The Chairman and 
the section heads report to the division chief through his assistant. 

The 10 Settlement Sections analyze claims, determine disability 
income benefit amounts and grant waivers of premiums. 

The Contact Section handles correspondence and maintains contacts 
with counsel, claimants, Members of Congress, service organizations 
and the Department of Justice as required. It also prepares all 
awards under judgments. 

The Committee on Extra Hazards of Service determines whether 
disability or death of an insured is traceable to the extra hazards of 
service. These decisions determine whether payments are to be made 
from the insurance funds or from the appropriations. 

(2) The Service Division performs the clerical work of the service. 
The work is divided into four sections—Administrative, Stenographic 
Change and Voucher, and Abstract. Section heads report to the chief 
of the division through his assistant. 

The Administrative Section handles mail and maintains files and a 
docket of claims. 

The Stenographic Section performs stenographic and typing work 
for the entire service. 

The Change and Voucher Section prepares and audits vouchers 
covering settlements of disability claims and processes requests for 
changes of beneficiary and optional settlements involving total and 
permanent disability under United States Government life insurance 
policies and under National Service life insurance policies held by 
personnel in service. 

The Abstract section summarizes disability claims cases and pre- 
pares statistical reports for the entire service. 

(3) The Standardization Division is responsible for functional di- 
rection and supervision of disability claims work in district offices. 
It consists of two sections, Case Review and Field Supervision, each 
under a chief reporting directly to the division chief. 

The Case Review Section receives and reviews copies of all dis- 
ability claims decisions made in district offices. 

The Field Supervision Section prepares instructions, procedures, 
directives, manuals and other issues for the service, conducts inspec- 
tions of disability claims operations in the field and analyzes and 
compiles statistics and reports for the service. 


3. PLAN OF ORGANIZATION—INSURANCE ACCOUNTS SERVICE 


The present plan of organization of the Insurance Accounts Service 
is shown on exhibit X. The service is headed by a director who is 
responsible to the assistant administrator for insurance. Reporting 
to the director are two assistant directors, one responsible for direct- 
ing the activities of the service and one who handles special assign- 
ments. Reporting to the former are the chiefs of four divisions— 
United States Government Life Accounts, National Service Life Ac- 
counts, Service and Standardization. 
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(1) The United States Government Life Accounts Division main- 
tains premium records for all such accounts. The work is performed 
in two sections—Premium Accounts and Loan and Settlement. The 
chiefs of these sections report to the Division chief through his 
assistant. 

The Premium Accounts Section maintains premium records, issues 
premium notices and receipts of payment and handles lapses and 
reinstatements. 

The Loan and Settlement Section authorizes policy loans and main- 
tains loan records. It also authorizes settlement of cash-surrender 
requests and of endowment policies which have matured. 

(2) The National Service Life Accounts Division maintains pre- 
mium records for in-service accounts of this type. The work is per- 
formed in three sections: In-Service and Foreign Accounts, Loan and 
Settlement, and Correspondence and Stenographic. The work of the 
first two corresponds to the work of the similar sections in the United 
States Government Life Accounts Division. 

The Correspondence and Stenographic Section prevides steno- 
graphic and typing service for the Division. 

(3) The Service Division receives, audits and identifies premium 
payments. This work is performed in three sections: Addressograph, 
Collections, and Unapplied Remittance and Missing Records. The 
chiefs of these sections reports to the Division Chief through his 
assistant. 

The Addressograph Section maintains addressing plate files and 
impri ints various forms required in premium operations. 

The Collections Section receives and audits premium payments and 
collection advices on policies being paid by allotment. 

The Unapphed Remittanee and Missing Records Section identifies 
and matches remittances with insurance accounts which the district 
offices have been unable to identify and locates or reconstructs missing 
records. 

(4) The Standardization Division is responsible for functional] 
supervision of insurance accounts work in district offices, maintenance 
of manuals covering the work, and improvement of methods and pro 
cedures for the conduct of these operations. It consists of two sec 
tions, Field Supervision and Methods Management, each under a chief 
reporting to the Chief of the Division through his assistant. 

The Field Supervision Section maintains insurance account manuals 
up to date and inspects district office operations for conformance to 
prescribed regulations and procedures. 

The Methods Management Section conducts methods and procedures 
studies as requested or assigned, 


!. PLAN OF ORGANIZATION—FIELD OPERATIONS SERVICE 
This Service, involving 27 employees, has no plan of organiza 
tion, all of the employees being under the supervision of the Director. 


», PLAN OF ORGANIZATION—U NDERWRITING SERVICE 


The present plan of organization of the Underwriting Service is 
shown on exhibit NI. The Service is headed by 


a Direetor who is 
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responsible to the Assistant Administrator for Insurance. Reporting 
to the Director is an Assistant Director to whom report the chiefs of 
six divisions—Issue, Change and Conversion, Insurance Medical, 
Service, Standardization, and In-Service Underwriting. Unlike di- 
visions in other insurance services, these are not organized into sections. 


Exutpit XI 








AUMINISTE T N 
sKRAM 
Present Plan of Organizatior 
CENTRAL OF FICE UNDERWRITING SERVICE 





(1) The Issue Division is responsible for examination and accept- 
ance or rejection of insurance applications for United States Govern 
ment hfe insurance, 

(2) The Change and Conversion Division processes all types of 
policy changes on in-service National Service life insurance and 
United States Government life insurance cases after policies have 
been issued or authorized. 

(3) The Insurance Medical Division has the responsibility for de 
termining standards of physical acceptability of applicants and for 
reviewing cases submitted by district offices. Im addition, it has 
responsibility for inspection of insurance medical activities of the 
district oflices. 

(4) The Service Division receives all National Service life insur 
ance and United States Government life insurance applications and 
prepares these for proce sing by other divisions of the Underwriting 
service, 

(5) The Standardization Division develops plans and procedures 
for the underwriting operation in both the central office and district 
offices. It makes periodic inspections of these offices to insure that 
the policies, standards, and procedures which have been established 
ure properly followed. The Division is also charged with the respon- 
sibility for determining whether changes in organization or procedure 
would be effective in improving the efficiency of the underwriting 
operation, 

(6) The In-Service Underwriting Division, located at Philadelphia, 
performed the same functions with respect to application for National 
Service life insurance by service personnel as the Issue Division at 
Washington performs with respect to other applications. It was estab 
lished at Philadelphia because adequate space and the competent 
clerical personnel were not available at Washington to handle the 
greatly increased load resulting from expansion of the Ad med L Orees, 
The Division was recently disbanded. and the operations reverted to 
the Issue Division. 
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6. PLAN OF ORGANIZATION——SPECIAL INSURANCE PROJECTS SERVICE 





The present plan of organization of this Service is shown on ex- 
hibit XII. The Service is headed by a Director who is responsible to 
the Assistant Administrator for Insurance. Reporting to the Director 
is an Assistant Director to whom report a small staff and the chiefs of ; 
two divisions—General Operations and Mechanical Operations. 
1) The General Operations Division handles the correspondence ; 
and clerical operations incident to the issue of policies and the pay- 
ment of dividends, 
The Mechanical Operations Division is responsible for the 
computation of dividends. 


en 


7. RECOMMENDED CHANGES IN THE SUPPLEMENTARY PLAN OF ORGANIZA- 
TION—-CENTRAL OFFICE 


From the foregoing discussion of the functions and responsibilities 
of the six insurance services at central office, it is apparent that the ma- 
jority of the functions being performed by them are of an operating 
nature and should be transferred to the district offices as discussed 
under recommendations 4 and 5 in the preceding chapter. In the 
course of such transfers, certain illogically assigned functions should 
be reassigned so that similar and rel: ited functions will be grouped to- 
gether. Specific recommendations with respect to each service are dis- 
cussed in the following sections. 


ExnipBit XII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Present Plan of Organization 
SPECIAL INSURANCE PROJECTS SERVICE 
June 1951 


INSURANCE 
ASSISTANT 
ADMINISTRATOR 


SPECIAL INSURANCE 
PROJECTS SERVICE 
DIRECTOR 


ASSISTANT 
DIRECTOR 





STAFF ASSISTANTS 


MECHANICAL 
OP ERATIONS DIVISION 
CHIEF 


GENERAL 
OPERATIONS DIVISION 
CHIEF 
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(1) Actuarial Service 

Of the functions now being performed by Actuarial Service, three 
are more closely related to functions being performed in other services 
than to the remainder of the actuarial functions. These are the book- 
keeping and accounting functions, the coding and policy-writing func- 
tions, and the processing and payment of dividends on U nited States 
Government life contracts. 

The bookkeeping and accounting functions, even though they per- 
tain to insurance funds and appropriations, are functions which are 
more closely related to other accounting effort. It is recommended 
that they be transferred to the central office Budget and Finance 
Service of the, Insurance Department, where the work can be inte- 
vrated with other accounting work. 

In line with the transfer of operating functions to the district offices, 
coding and tabulating of applications and other source data and the 
preparation and issuance of insurance policies should be transferred 
to the Underwriting Service and be performed in district offices. This 
will eliminate the necessity for transmittal of a mass of detailed source 
data from district offices to central office. 

Likewise, the processing and payment of dividends on United States 
Government life-insurance policies should be transferred to Insurance 
Accounts Service and be performed in district offices. 

With the transfer of the functions discussed in the preceding para- 
graphs, Actuarial Service will be responsible for actuarial caleula- 
tions, determination of dividend rates, administration of article 4 of 
the Soldiers’ and Sailors’ Relief Act of 1940, as amended, and mainte- 
nance of the necessary records and re ports required for these activities. 

Actuarial Service should be organized into three divisions as shown 
on exhibit XIII, following this page. Under this plan of organiza- 
tion, the present Research Section and Civil Relief Section of the 
Technical Division become divisions and continue to perform their 
present functions. 

The remaining functions of the present Operations Division, those 
of computation, “production of statistics, and report preparation, are 
combined to become the responsibility of the new Service Division. 

Common responsibilities of the division chiefs are shown as exhibit 


XITT-1. 
Exnuisir XIII-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—-PROPOSED PLAN OF 
ORGANIZATION, CENTRAL OFFICE ACTUARTAL SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates, 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and 
procedures, 

7. Keep the Service Director informed concerning current operations, results, 
nd future plans through established reports and personal meetings. 
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Exuisit NII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE ACTUARIAL SERVICE 
April 1952 


INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


ACTUARIAL 
SERVICE 
DIRECTOR 


1 
RESEARCH DIVISION babrecnie acta SERVICE DIVISION 
CHIEF DIVISION 


CHIEF 
CHIEF 


REPORTS SECTION TABUL ATING SECTION CONSUL TING SECTION 
CHIEF CHIEF CHIEF 








ExuHisir XIV-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CENTRAL OFFICE CLAIMS SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 


t. Direct the operation of assigned functions. 
D. 


Maintain good relations with employees under his supervision. 
6. 


Cooperate with other executives in coordinating operations, in solving mu- 


tual problems, and in complying with established rules, regulations, and pro- 
cedures. 

7. Keep the Service Director informed concerning current operations, results, 
and future plans through established reports and personal meetings, 


Since the proposed plan of organization contemplates a substantial 
reduction in the personnel of the Actuarial Service, no provision has 
heen made for an Assistant Director of the Service. 


} . . 
) Insurance CIHAIINGS SETVICE 


In the previous chapter it was recommended that the present Dis- 
ability Insurance Claims Service should be expanded to include re- 
sponsibility for settlement of insurance death claims and be desig 
nated as the Insurance Claims Service. Under the proposed plan of 
organization, shown on exhibit XIV, the director of this expanded 
Service has the chiefs of two Divisions reporting to him, the Disability 
Insurance Claims Division and the Death Claims Division. Common 
respons bi! ties ¢ f the Di Islon ( hiefs are shown as exhibit XIV i: 
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Exuisir XIV 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organizatton 
CENTRAL OFFICE 
INSURANCE CLAIMS SERVICE 
April 1952 





INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


INSURANCE CL AIMS 
SERVICE 
DIRECTOR 


GISABILITY 
INSURANCE CL AIMS 
DIVISION CHIEF 


DEATH CLAIMS 
DIVISION 
CHIEF 


COST REVIEW COST REVIEW 
c cTIO { c 
TECHNICAL SECTION section TECHNICAL SECTION SECTION 
re CHIEF CREF 


The transfer of operating functions to the district offices will relieve 
the Disability Insurance Claims Division of responsibility for settle 
ment of individual claims, the determination of extra hazards of 
service, the preparation and audit of vouchers covering claims settle- 
ments and the correspondence and clerical work related to these fune 
tions. Asa result, the present Disability Determination Division and 
Service Division will no longer be required at central office. 

The Disability Insurance Claims Division will be responsible for the 
development of policies and standards governing the handling and 
settlement of insurance claims; for the establishment of plans for the 
conduct of such work in district offices; for the preparation of instrue- 
tions, directives, and manuals covering these activities in the field: and 
for the review of disability claims and extra hazards of service deci- 
sions made in district offices. To accomplish these responsibilities, the 
Division should be organized into two sections, a Technical Section 
with responsibility for the first three functions and a Case Review 
Section with responsibility for the last function. This section should 
also provide opinions on difficult cases referred by the insurance 
centers. 

The Death Claims Division should have comparable responsibilities 
and should be similarly organized with a Technical Section and a Case 
Review Section. 

(3) Insurance Accounts Service 


It was recommended in the previous chapter that the handling of 
United States Government life insurance accounts be transferred to 
insurance centers and that in-service national service life insurance 
accounts be transferred to the Philadelphia center. Since the work 
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involved is now being performed by the United States Government 
Life Accounts Division and the National Service Life Accounts Divi- 
sion, these divisions will no longer be required at central office. 

The Insurance Accounts Service would then have the responsibility 
for development of policies and standards governing the maintenance 
of accounts and the processing and payment of dividends; the develop- 
ment of manuals and instructions; and the inspection of the work of 
the corresponding services in insurance centers for compliance with 
policies, procedures, and standards. This work should be performed 
in two divisions—a Technical Division, responsible for development 
of technical policies, standards, and manuals, and a Field Inspection 
Division, responsible for field inspections. This organization plan is 
shown on exhibit XV. Common responsibilities of the division chiefs 
are shown as exhibit XV-1. 

EXHIBIT XV 
VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 


INSURANCE ACCOUNTS SERVICE 
April 1952 


INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


INSURANCE 
ACCOUNTS SERVICE 


DIRECTOR 


FIELD INSPECTION 
TECHNICAL DIVISION conan 
CHIEF CHIEF 


Exuisir XV-1 





VETERANS ADMINISTRATION INSURANCE PROGRAM—PDPROPOSED PLAN OF ORGANIZA- 
TION, CENTRAL OFFICE, INSURANCE ACCOUNTS SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions, 

3. Select immediate subordinates and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations; in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 

7. Keep the Service Director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 
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t 3 (4) Underwriting Service 

. ; With the transfer of underwriting for United States Government 
life insurance to insurance centers and that for in-service national 
y i service life insurance to the Philadelphia center, the present Divisions 
of Issue, Change and Conversion, and Service are no longer required 
at central office. 

- | The remaining functions of the Underwriting Service should be 


sete SSMS 





















4 organized into three divisions, as shown on exhibit XVI. The Tech- 
nical Division develops technical polici ies and programs and prepares 
it manuals and instructions covering these for the guidance and use of 
- underwriting personnel in insurance centers. 
iS 
fs Exuieit XVI 
VETERANS ADMINISTRATION 
INSURANCE PROGRAM 
Proposed Plan of Organization 
CENTRAL OFFICE 
UNDERWRITING SERVICE 
April 1952 
INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 
UNDERWRITING 
SERVICE 
DIRECTOR 
INSURANCE FIELD INSPECTION 
TECHNICAL DIVISION MEDICAL DIVISION DIVISION 
cmer CHIEF CHIEF 
| 
Da ili lea ah ck a Na ae ig a a fs ge ee | 
The Insurance Medical Division establishes standards of physical 
acceptability of applicants and reviews insurance medical operation 
in insurance centers for compliance with standards. 
cel The Field Inspection Section reviews difficult cases submitted by 
insurance centers and reviews underwriting operations In insurance 
centers for compliance with established policies and procedures. 
for Exuipir XVI-1 
ned VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF ORGAN- 
IZATION, CENTRAL OFFICE UNDERWRITING SERVICE, APRIL 1952 
ate 
RESPONSIBILITIES COMMON TO DIVISION CHIEFS 
1. Develop and recommend personnel, supply, and budget requirements for 
ing operations under his direction. 
and 2. Develop and recommend programs, plans, and organization for assigned 
functions. 
its, 3. Select immediate subordinates and approve selection of their immediate 


subordinates. 
4. Direct the operation of assigned functions. 


we 
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>. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in cordinating operations: in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 

7. Keep the Service Director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 


Other responsibilities common to all division chiefs are shown as 


exhibit XVI- 


(5) Special Insurance Projects Service 


With the transfer of dividend calculations and payments to the 
insurance accounts divisions of insurance centers, as previously rec- 
ommended, this service will no longer be required at central office. 


(SG) Field O pe rations Nervice 

This Service presently performs two functions, the coordination of 
field inspections and the coordination of issues to the field. With the 
reduction of field offices to three Insurance centers, the coordination of 
field inspections can be accomplished by cooperation bet ween the serv- 
ice directors and division chiefs involved. Responsibility for coordi- 
nation of issues to the field has been assigned to the new Methods and 
Standards Service under the proposed plan of organization. There- 
fore, the Field Operations Service will no longer be required at central 


office. 
(7) Budaet and Finance Nervice 


The establishment of this Service within the Insurance Department 
at central office is recommended to provide the Assistant Administrator 
with the control accounts, financial reports, and financial guidance re- 
quired for effective operation and to provide functional guidance and 
supervision of budget and finance activities in insurance centers. The 
Budget and Finance Service should maintain the general accounting 
records and ledgers recording the transactions of the insurance opera- 
tion. It should be responsible for the maintenance of records of in- 
surance funds and appropriations now maintained in the Actuarial 
Service. It should establish policies and procedures governing budget 
and financial activities in the field and should coordinate the budget 
and financial activities of the Insurance Department with those “of 
the Budget and Finance Department for Veterans Administration. 
The organization recommended for this service is shown on exhibit 
XVII. It consists of three divisions, the chiefs of which report di- 
rectly to the Director of the Service. Common responsibilities of di- 
vision chiefs are shown as exhibit X VIT-1. Other individual responsi- 

bilities are discussed below. 


Exinir XVII-1 


VETERANS ADMINISTRATION [NSURANCE PROGRAM—PROPOSED PLAN OF ORGANIZA- 
rion, CENTRAL OFFICE BUDGET AND FINANCE SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 

3. Select immediate subordinates and approve selection of their immediate 
subordinates 

t. Direct the operation of assigned functions, 




























MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 683 


Exuisir XVII 





VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 
BUDGET AND FINANCE SERVICE 
April 1952 


INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


BUDGET AND 
FINANCE SERVICE 
DIRECTOR 


BUDGET DIVISION ANAL YSIS DIVISION 
CHIEF CHIEF 


5. Provide counsel and advice to those responsible for similar functions in 
insurance centers. 

6. Maintain good relations with employees under his supervision. 
* 7. Provide budget, accounting, or report service for other units of the central 
office insurance organization. 

8S. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures, 


ACCOUNTING AND 
STATEMENT DIVISION 
CHIEF 


9. Keep the Service Director informed concerning current operations, results 
and future plans through established reports and personal meetings. 

The Accounting and Statement Division should be responsible for 
the maintenance of the general books and ledgers and the records of 
insurance funds and appropriations and for the development of 
policies and procedures governing accounting operations throughout 
the Insurance Department. 

The Analysis Division should be responsible for the development of 
a report structure required for effective control of insurance opera- 
tions and for analysis of management reports for the Assistant Ad- 
ministrator for Insurance. The Division also should prepare con- 
solidated reports on insurance operations as required for submission 
to the Budget and Finance Department and the Administrator. 

The Budget Division should be responsible for development of 
policies, plans, and procedures for budget administration within the 
Department and for administration throughout insurance operations 
of the budget policies and procedures established by the Budget and 
Finance Department. It should be responsible for consolidation and 
submission of budget figures for the Department and for administra- 
tion of budget allotments. 


(S) Methods and Ntandards Nervice 
This Service is also a new unit within the Insurance Department, 
organized to provide technical skill in the development of new and 
improved operat ing me ‘thods and procedures and in the determination 
of adequate work measurement standards. These functions are now 
295735 52 44 
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performed in part by the assistant to the Assistant Administrator 
specializing on methods and in part by the Methods Management Sec- 
tion of the Field Operations Service. The Service also should be re- 
sponsible for issuance of manuals and coordination of other instruc- 
tions covering field operations and for forms control. 

It is contemplated that the work of developing and testing methods 
and procedures will be done by counterpart organizations in insur- 
ance centers. Therefore, efforts of this Service should be directed pri- 
marily toward the planning and direction of methods improvement 
programs and the evaluation of results rather than toward the actual 
methods and procedures work. The staff, therefore, should be small. 

The recommended organization of the Service, shown on exhibit 
XVIII, includes four divisions, the chiefs of which report directly to 
the Service Director. Common responsibilities of the division chiefs 
are shown as exhibit XVIII-1. Individual responsibilities are dis- 
cussed below. 


Exurpir XVIII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 
-METHODS AND STANDARDS SERVICE 
April 1952 


INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


METHODS AND 
STANDARDS SERVICE 
DIRECTOR 


MANUAL PRODUCTION METHODS AND WORK MEASUREMENT FORMS CONTROL 


p ARD STANDARDS 
DIVISION ROCEDURES DIVISION DIVISION DIVISION 


CHIEF CHIEF CHIEF CHIEF 


Exuipitr XVIII-1 VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED 
PLAN OF ORGANIZATION, CENTRAL OFFICE METHODS AND STANDARDS SERVICE, 
APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 

3. Select immediate subordinates and approve selections of their immediate 
subordinates. 

1. Direct the operation of assigned functions. 

>. Provide counsel and advice to those responsible for similar functions in 
insurance centers, 

6. Maintain good relations with employees under his supervision. 

7. Provide service to other units of the insurance organization in the develop- 
ment of manuals, procedures, standards, or forms. 

Ss. Cooperate with other executives in coordinating operations: in solving 
mutual problems; and in complying with established rues, regulations, and 
procedures, 
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9. Keep the Service Director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The Methods and Procedures Division should be responsible for 
developing and recommending a methods improvement pean, for 
erst and guiding field personnel in the accomplishment of the 
program, for evaluating results and for coordinating application of 
methods and procedures among the insurance centers. 

The Work Measurement and Standards Division should be respon- 
sible for developing plans and programs for determination and estab- 
lishment of nea: for counseling and guiding field personnel in 
the application and use of standards, and for evaluating results for 
the Assistant Administrator. 

The Manual Production Division should be responsible for coor- 
dination, production and delivery of manuals required to guide field 
work and for review and coordination of other issues to the field. 

The Forms Control Division should be responsible for review and 
approval of forms used throughout the insurance operation and for 
their improvement. 

The discussion in this chapter has been limited to the supplementary 
organization plan for insurance activities at central office. The next 


chapter deals with supplementary organization of insurance center 
activities. 











V. SUPPLEMENTARY PLAN OF ORGANIZATION—INSURANCE CENTER 





In the previous chapter the supplementary plan of organization of 
the insurance operations at the central office was discussed, and rec- 
ommendations were made to alter it to conform to the basic plan 
of organization recommended in chapter III. In this chapter the 
supplementary plan of organization of an insurance center will be 
analyzed in a similar manner. 

On June 30, 1951, a typical district office organization, as discussed 
in chapter III, consisted of a district office manager to whom reported 
an organization and methods examiner, the directors of two operating 
services—the Claims Service and the Insurance Service—and the 
chiefs of four staff divisions—Administrative, Finance, Personnel, 
and Supply. The organization plan of each of the foregoing services 
will be discussed in the following sections to provide a background 
for discussion of the recommended plan of organization for an in- 
surance center which is a consolidation of two or more district offices. 


1. INSURANCE SERVICE 


Under the existing plan of organization the Director of the In- 
surance Service, who is responsible to the district office manager for 
the conduct of assigned national service life insurance operations 
(other than for in-service accounts), has three division chiefs re- 
porting to him through his assistant. The divisions so represented 
are counterparts of three of the services of the insurance organiza- 
tion at central office, namely, Disability Insurance Claims, Premium 
Accounting, and Underwriting. The Insurance Service also has an 
Operations Review and Audit Section under an assistant to the Di- 


rector and an Administrative Section supervised by an administrative 
assistant. 
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(7) Disability Insurance Claims Division 

This Division is responsible for adjudicating applications for waiver 
of premium and for disability income under the contract terms of na- 
tional service life insurance policies and for reviewing active cases 
periodically to determine whether disability benefits should be con- 
tinued. 

Exhibit XIX shows the organization of the Division. Under this 
plan, the Chief has reporting to him the Disability Determination 
Section, the Service Section, and the medical consultant. 


XIX 





EXHIBIT 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Present Plan of Organization 
DISTRICT OF FICE DISABILITY 
INSURANCE CLAIMS DIVISION 


June 195! 





INSURANCE 
SERVICE 
DIRECTOR 


DISABILITY INSURANCE 
CLAIMS DIVISION 
CHIEF 






DISABILITY 
DETERMINATION 
SECTION CHIEF 


SERVICE 
SECTION 
CHIEF 







MEDICAL 
CONSULTANT 








EXTRA HAZARDS 
COmMIT TEE 
CHAIRMAN 


The medical consultant provides professional advice on all medi- 
cal matters in connection with determination of disability. He also 
directs, trains, and instructs medical personnel assigned to work with 
him, and acts as expert witness in connection with claims cases and 
litigation. In addition, he reviews and interprets medical evidence 
submitted by the Department of Medicine and Surgery and provides 
the necessary liaison with that Department. 

The Chief of the Disability Determination Section directs the 
work of the personnel who determine awards and review active cases. 
An Extra Hazards Committee under a chairman is a part of the 
organization of this Section. This committee reviews those cases in 
which awards have been made to determine whether the disability of 
the insured was caused by extra hazards encountered while in the 
armed services, 

The Service Section performs a variety of clerical functions that 
are a necessary part of conducting the work of adjudicating claims. 


RT ans ia 
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(2) Premium Accounting Division 

The basic functions of the Premium Accounting Division are to 
collect and apply insurance premiums and to maintain insurance 
premium accounts. In addition, it makes loans and maintains loan 
records and makes the settlements on insurance contracts that have 
either matured or been surrendered for cash. 

The organization plan shown on exhibit XX provides for a Pre- 
mium Accounting Section, a Correspondence Section, and a Se ea 
Section. All three of these sections are under the supervision of 
chief, who is aided by an assistant chief. 

The Premium Accounting Section has an Unapplied Remittance 
Unit, a Loan and Settlement Unit, an Adjustment and Refund Unit, 
and a number of Premium Accounts Units. These Premium Ac- 
counts Units divide up the work involving the maintenance of pre- 
mium records and the correspondence insurance folder files. Ad- 
justments and refunds and payment authorizations for these are made 
by the Adjustment and Refund Unit. Policy loans and loan accounts 
are handled by the Loan and Settlement Unit, which also authorizes 
settlement of cash surrenders and matured endowment policies. 

The Correspondence Section has two units, one for correspondence 
and the other for stenographic and typing service. The section con- 
ducts most of the correspondence for the Premium Accounting Divi- 
sion and also furnishes stenographic and typing service to the other 
sections of the Division. 

The Service Section has an Addressograph Unit and a Collections 
Unit. The first of these units is responsible for preparing and main- 
taining the metal plates used in addressing premium notices and re- 
ceipts. The Collections Unit is responsible for receiving and deposit- 
ing premiums, for checking or preparing the necessary posting media, 
and for preparing reports on the funds it has received and deposited. 
(3) Unde roriting Division 

The Underwriting Division processes applications and grants in- 
surance contracts. It approves or disapproves requests to convert 
from one insurance plan to another and handles beneficiary and con- 
tract changes. In this connection, it also authorizes any necessary 
adjustments and refunds. 

The organization of the Underwriting Division includes three sec- 
tions—the Issue and Change Section, the Insurance Medical Section, 
and the Service Section, each under the direction of a chief reporting 
to the Division head through his assistant. This plan of organization 
is shown on exhibit X XI. 

The Issue and Change Section grants contracts and handles the re- 
newals, conversions, and contract changes. 

The Insurance Medical Section is responsible for determining medi- 
cal acceptability of the applicants. 

The Service Section receives the applications for insurance, pre- 
pares the necessary folders and provides stenographic service to the 
Division. 


(4) Operations Review and Audit Section 


The Operations Review and Audit Section performs spot checks of 
all operations within the Insurance Service to determine the accuracy 
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Exuisir XXI 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Present Plan of Organization 
DISTRICT OF FICE UNDERWRITING DIVISION 


June 1951 





INSURANCE 
SERVICE 
DIRECTOR 


UNDERWRITING 
DIVISION 
CHIEF 


ISSUE AND INSURANCE SERVICE 
CHANGE SECTION MEDICAL SECTION SECTION 
CHIEF CHIEF CHIEF 


with which the work is performed and to check compliance with estab- 
lished rules and procedures. It audits all vouchers prepared by In- 
surance Service personnel and performs all special mathematical com- 
putations required in connection with underwriting and premium 
accounting operations. It also is responsible for supervising and con- 
ducting on-the-job training activities in the Insurance Service. 

The organization of the Operations Review and Audit Section is 
informal. The staff includes operations reviewers, actuarial clerks, 
voucher examiners, and an information and editorial clerk. Gener- 
ally, a clerk is placed in charge of the actuarial clerks and another in 
charge of voucher examiners. 

(5) Administrative Section 

The Administrative Section is responsible for handling such non- 
technical matters in the Insurance Service as space allocation, supplies, 
budgets, and personnel records. The personnel records are in part 
duplicates of the records maintained by the Personnel Division. 


2. CLAIMS SERVICE 


The Director of the Claims Service, who is administratively respon- 
sible to the district office manager and functionally responsible to the 
Assistant Administrator for Claims for the : adjudication of depend- 
ents’ claims and for the settlement of beneficiaries’ insurance death 
claims, has reporting to him a Chief of the Dependents and Bene- 
ficiaries Claims Division and a Chairman of the Dependents Pension 
Board. Exhibit X XII shows the existing plan of organization of this 
service. 
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Exutnir XXII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Present Plan of Organization 
DISTRICT OFFICE CLAIMS SERVICE 


June 1951 


CLAIMS 
SERVICE 
DIRECTOR 


DEPENDENTS AND DEPENDENTS 
BENEFICIARIES 
CLAIMS DIVISION PENSION BOARD 
CHIEF CHAIRMAN 





CLAIMS RECORDS ADJUDICATION 
SECTION SECTION (S) 
CHIEF CHIEF 


(1) Dependents and Beneficiaries Claims Division 

The Dependents and Beneficiaries Claims Division settles insurance 
death claims and adjudicates dependents’ claims for compensation, 
pension, and accrued payments due the deceased veteran ; burial reim- 
bursement; and transportation expense of deceased veterans from 
Veterans Administration hospitals. The Division is comprised of a 
claims record section, a stenographic section, and one or more adjudi- 
cation sections, the chiefs of which report to the Division Chief. 
{ j) De fe nde nts Fe NS7TON RBoard 

This Board reviews medical and legal data and determines en- 
titlement to benefits. Questions concerning service connection, line 
of duty, evaluation of disability, cause of death, incapacity to earn a 
livelihood, helplessness of children, competency, insanity, and other 
factors that have a bearing upon entitlement to benefits either pay- 
able to the veteran in his lifetime or to dependents after his death in 
the form of compensation or pension are considered by the Board. 


ADMINISTRATIVE DIVISION 


The Administrative Division provides mail and communications, 
duplicating, filing and tabulating service, handles publications, and 
maintains the locator index. 

The Administrative Division Chief reports directly to the district 
office manager but receives technical supervision from the Contact and 
Administrative Service Department in Washington. The organiza- 
tion shown on exhibit X XIII includes an assistant chief to whom re- 
port the chiefs of three sections: Mail and Service, Records, and 
Tabulating Machine. 

The Mail and Service Section provides mail, messenger, and dupli- 
cating service and operates the telephone and telautograph equipment. 
It procures, stores, and distributes forms, publications, and stationery. 
[t also processes requests for travel 7 
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Exuinitr XNIII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 
Present Plan of Organization 
DISTRICT OF FICE ADMINISTRATIVE DIVISION 


June 1951 


ADMINISTRATIVE 
DIVISION 
CHIEF 


ASSISTANT 
CHIEF 


MAIL AND VETERANS RECORDS TABULATING 
SERVICE SECTION SECTION 


MACHINE SECTION 
CHIEF CHIEF 


CHIEF 


The Records Section controls the index file and maintains the XC 
folder file but does not control the insurance file. 

The Tabulating Machine Section provides tabulating services for 
the entire district office and furnishes tabulating services to adjacent 
Veterans Administration field stations as directed. 


t, FINANCE DIVISION 


Under the present plan of organization, shown as exhibit XXIV, 
the Finance Division is responsible for maintenance of accounting 
records, preparation of payrolls, maintenance of time and leave rec- 
ords, audit of vouchers, certification and authorization of payments, 
handling of cash, and preparation of reports. 


Exuipir XXIV 


VETERANS ADMINISTRATION 
FINANCE INSURANCE PROGRAM 
OlVISION 


FINANCE OFFICER Present Plan of Organization 


DISTRICT OFFICE FINANCE DIVISION 
ASSISTANT 
FINANCE OF FICER 


Jane 1951 
BENEFICIARIES VOUCHER AUDIT 
ACCOUNT SECTION 
SECTION CHIEF VOUCHER EXAMINER 


ACCOUNTING EMPLOYEES 
SECTION ACCOUNT 
FISCAL ACCOUNTANT SECTION CHIEF 


The Chief of the Division is responsible to the district office man- 
ager but receives functional supervision from the Assistant Adminis- 
trator for Finance and his staff in Washington. An agent-cashier 
and four section chiefs in charge of the Accounting, Employees Ac- 


counts, Beneficiaries Accounts, and Voucher Audit Sections report to 
him through his assistant. 
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The Accounting Section is responsible for maintaining the allot- 
ment ledgers, cash journals, and a general ledger. It also makes 
periodic reports showing the conditions of allotments, obligations 
incurred, vouchers presented for payment, and vouchers paid. 

The Employees Accounts Section is concerned with the payment of 
employees. Specifically, it— 

(1) Maintains payroll, retirement, bond, and leave records. 

(2) Audits time records. 

(3) Prepares employee payrolls. 

(4) Instructs timekeepers 1n their duties. 

(5) Provides answers to questions on accumulated leave, pay 
and leave regulations, and other payroll matters. 

The Beneficiaries Accounts Section maintains the records of pay- 
ments of compensation, pension, and other benefits to the dependents 
of deceased veterans. This section also keeps the records on insurance 
payments made to disabled veterans and those made to beneficiaries 
in the settlement of insurance death claims. 

The Voucher Audit Section examines vouchers and related contracts, 
purchase orders, or other supporting documents to determine the pro- 
priety of payment. Those vouchers which meet established require- 
ments are certified to the Treasury Department for payment. 

The agent-cashier receives, deposits, and maintains records of col- 
lections (other than insurance premium remittances), receivables, and 
overpayments. In addition, disbursements for petty cash purchases 
are made and payroll checks and savings bonds are distributed by the 
ngent-cashier. 

5. PERSONNEL DIVISION 


The standard organization pattern for the Personnel Division of a 
district office, shown as exhibit X XV, provides for a chief personnel 
officer, an assistant chief personnel officer, a Staff Section under a 
personnel officer, a Health and First Aid Section under a head nurse, 
and a Processing and Record Section under a chief. 


Exuisir XXV 
VETERANS ADMINISTRATION 


INSURANCE PROGRAM 


Present Plan of Organization 
DISTRICT OF FICE PERSONNEL DIVISION 


june 15 


PERSONNEL 
DIVISION CHIEF 
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The district office personnel officer reports to the district manager 
but receives functional direction from the Assistant Administrator for 
Personnel. He is responsible for administering the personnel pro- 
gram in accordance with stipulated rules, regulations, policies, and 
procedures. 

The Staff Section reviews and handles classification problems and 
job descriptions. It has responsibility for recruitment of new em- 
ployees from civil-service registers or other sources and for the place- 
ment of employees when a position is to be filled by transfer from 
another Government agency or from within the Veterans Adminis- 
tration. The staff also works with the district office executives in 
determining the proper handling of disciplinary and other personnel 
relations problems. 

The Processing and Record Section has responsibility for maintain- 
ing personnel rec cords. 


6. SUPPLY DIVISION 


Although the plan of organization for the Supply Division, shown 
as exhibit XXVI, provides for four sections, in actual practice the 
sections do not have more than one or two employees each. In effect, 
therefore, the supply officer personally directs all of the activities of 
the Supply Division. He is responsible to the district office manager 
but receives functional supervision from the Assistant Administr: ator 
for Construction, Supply, and Real Estate and his staff in Washing- 
ton. The Supply bivi ision organization comprises Procurement, 
Property Accounts, Warehouse, and Engineering Sections, each under 
a chief. 

EXHIsir XXVI 
VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Present Plan of Organization 
DISTRICT OF FICE SUPPLY DIVISION 


June 195 





SUPPLY DIVISION 
SUPPLY OFFICER 


PROCUREMENT P PERTY “COUNTS Et > ENGINEERING 
SECTION SECTIO SECTIO SECTION 
CHIEF CHIE CHIE CHIEF 


Bibles tk Sd 


The Procurement Section is responsible for purchasing or requisi- 
tioning materials and supplies required by the district office. 

The Property Accounts Section maintains records on all unissued 
supplies and ¢ on all nonexpendable property both issued and available 
in storage are The section also maintains inventory of stocked sup- 
plies at peat ra els and takes periodic physical inventories of prop- 
erty and warehouse stocks. 

The Warehouse Section receives, stores, and issues all supplies and 
equipment used in the district office. 
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The Engineering Section is currently of little importance. — Its prin- 
cipal function now is to provide chauffeuring service and to make 
minor repairs. 


7. RECOMMENDED CHANGES IN THE SUPPLEMENTARY PLAN OF ORGANIZA- 
TION, INSURANCE CENTER 


The consolidation of the district offices into three insurance centers 
recommended in chapter II], will not alter the typical district office 
plan of organization discussed in that chapter. However, other recom- 
mendations made in chapter ILI do necessitate changes in the plan of 
organization for an insurance center. 

The transfer of dependents’ claims activities, other than benefi- 
claries’ insurance death claims, from the insurance centers to the 
claims centers obviates the need for an insurance service director and 
assistant, since insurance activities will be the sole responsibility of 
the insurance center manager. The various insurance division chiefs 
can therefore report directly to him. 

In line with the establishment of a Methods and Standards Service 
in the central office, the insurance center organization should be ex- 
panded to provide for a Methods and Standards Division. This Divi- 
sion should take over most of the responsibilities of the present organ- 
ization and methods examiner. The remaining budget functions 
should be performed in the Budget and Finance Division. 

A third change involved in the basic plan of organization of an in- 
surance center is the absorption of the present Supply Division into 
the Administrative Division in line with the combination of these 
functions at central office. 

In addition to these changes, it is recommended that both the Op- 
erations Review and Audit Section and the Administrative Section 
of Insurance Service be disbanded and the functions now performed 
be transferred to other organization elements of the insurance centers. 
The audit function of the Operations Review and Audit Section 
should be transferred to the Budget and Finance Division. This 
Division also should take responsibility for the budget functions now 
performed by the Administrative Section. 

The Personnel Division should take over the on-the-job training 
function of the Operations Review and Audit Section and the per- 
sonnel functions performed by the Administrative Section. This sec- 
tion’s supply function should be taken over by the insurance center’s 
Administrative Division. 

The operation review function of the Operations Review and Audit 
Section should be transferred to the Methods and Standards Division, 

The Premium Accounting Section of the Accounts Division should 
be assigned responsibility for the special mathematical computations 
now performed by the Operations Review and Audit Section. 

The recommended plan of organization, reflecting these changes, 
is shown in exhibit XXVIII. Under this plan the insurance center 
manager reports directly to the Assistant Administrator of the In- 
surance Department. Reporting to the manager are the chiefs of 
three operating divisions—Insurance Claims, Insurance Accounts, and 
Underwriting—and the chiefs of four staff service divisions—Admin- 
istrative, Budget and Finance, Personnel, and Methods and Standards. 
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Exureir XXVII 
VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
INSURANCE CENTER 


April 1952 













INSURANCE DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


INSURANCE CENTER 
MANAGER 











ADMINISTRATIVE 
DIVISION 
CHIEF 







BUDGET AND 
FINANCE DIVISION 
CHIEF 


METHODS AND 
STANDARDS DIVISION 
CHIEF 





PERSONNEL DIVISION 
CHIEF 


















INSURANCE CLAIMS 
DIVISION 





INSURANCE ACCOUNT 
DIVISION 
CHIEF 





NDERWRITING 










DIVISION 
CHIEF 





Common responsibilities of the division chiefs are shown as exhibit 
NXVIIT-1. Individual responsibilities and the supplementary organ- 
ization plans recommended for each of these seven divisions are dis- 
cussed in the following sections of the report. 

(1) Insurance Claims Division 

The Insurance Claims Division should be responsible for processing 
and settlement of both insurance disability and insurance death claims. 
The responsibility is further augmented by transfer of similar opera- 
tions pertaining to United States Government life insurance contracts 

from central office. Under the proposed plan of organiz: ition, shown 
on exhibit NXVIIT, these functions should be performed in four 
sections, the chiefs of which would report directly to the Division 
Chief. Common responsibilities of section chiefs are shown as exhibit 


NXVIII-1. Others are discussed below. 


Exutnir XXVII-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—ProposeD PLAN OF ORGANIZA- 
TION, INSURANCE CENTER, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
issigned functions. 

3. Select immediate subordinates and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions 

>. Maintain good relations with employees under his supervision. 
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Exuipir XXVIII 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
INSURANCE CENTER 


INSURANCE CLAIMS DIVISION 
April 1952 








INSURANCE CENTER 
MANAGER 







INSURANCE CLAIMS 
DIVISION 
CHIEF 













SERVICE AND 
RECORDS SECTION 


DEATH CLAIMS 
SECTION 
CHIEF 


DISABILITY 
DETERMINATION 
SECTION CHIEF 

















MEDICAL SECTION 
MEDICAL OFFICER 






6. Cooperate with other executives in coordinating operations; in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 

7. Request, through the insurance center manager, counsel and advice from 
those responsible for corresponding functions at central office. 

Ss. Keep the insurance center manager informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

The Disability Determination Section should be responsible for 
settlement of claims for disability and waiver of premiums with re- 
spect to assigned United States Government life insurance and na- 
tional service life insurance contracts and for periodic review of active 
cases to evaluate the basis for continuation of disability benefits. It 
should be comprised of a number of Disability Claims Units as re- 
quired, the Committee on Extra Hazards of Service, and a Cor- 
respondence Unit. 

The Medical Section should perform the same functions presently 
being performed except that these will now be extended to United 
States Government life contracts. 

The Service and Records Section should provide essentially the 
same services it now provides except that of voucher preparation and 
audit, which should be handled by the Budget and Finance Division. 
It should be comprised of three units—Administrative, Stenographic, 
and Abstract. 

The Death Claims Section should be responsible for settlement of 
insurance death claims for assigned United States Government and 
national service life insurance contracts. 


(2) Insurance Accounts Division 

Under the proposed plan of organization, this Division should re- 
linquish responsibility for the premium-collection function, which 
should be transferred to the Budget and Finance Division. It should 
assume the added responsibility of processing and paying dividends on 
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assigned United States Government and national service life insurance 
contracts. It also should have responsibility for making special 
mathematical computations now made by the Operations Review and 
Audit Section. Otherwise its functions should remain the same. 


Exnuinir XXVIII-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF ORGANIZA- 
TION, INSURANCE CENTER, INSURANCE CLAIMS Division, APRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist Division Chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations; in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 


6. Keep the Division Chief informed concerning current operations, results, 
and future plans through established reports and personal meetings. 


Exutinir XXIX-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM-——PROPOSED PLAN OF ORGANIZA- 
rION, INSURANCE CENTER, INSURANCE AccoUNTS Division, AprRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist Division Chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 
4. Maintain good relations with employees under his supervision. 
5. Cooperate with other executives in coordinating operations; in solving mu- 
tual problems: and in complying with established rules, regulations, and 
procedures. 


6. Keep the Division Chief informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The recommended plan of organization, shown on exhibit X XIX, 
includes four sections, the chiefs of which report directly to the Chief 
of the Division. Common responsibilities of section chiefs are shown 
as exhibit XXIX-1. Responsibilities peculiar to each position are 
cliscussed in the following paragraphs. 

The Premium Accounting Section should be responsible for the 
application of premium payments and for the maintenance of premium 
account records, It should be comprised of premium accounts units 
as required, an unapplied remittance unit, a policy loan unit, and an 
insurance settlement unit to handle adjustments and refunds and the 
special mathematical computations now performed in the Operations 
Review and Audit Section. 

The Dividend Section should be responsible for the processing and 
payment of dividends. It should be comprised of two units, one 
handling dividends on United States Government life-insurance con- 
tracts and the other handling dividends on national service life-insur 
ance contracts. 
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The Correspondence Section should perform the same functions now 
being performed and should be organized in the same manner, with a 
correspondence unit and a stenographic unit. 

The Billing Section should perform the remaining functions of the 
present Service Section. It should be responsible for maintenance 
and operation of the addressing equipment used in preparing premium 
notices and receipts. 


(3) Underwriting Division 


The Underwriting Division should continue to perform the fune- 
tions now being performed and in addition should perform the work 
of coding applications and preparing and mailing policies transferred 
from central office Actuarial Service. The recommended plan of or- 
ganization for this Division is shown as exhibit XXX. It includes 
three sections, the chiefs of which report directly to the Division he “ 
Individual responsibilities of the sections are discussed below. Com- 
mon responsibilities of the section chiefs are shown as exhibit X X-X-1. 


Exuipir XXX 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
INSURANCE CENTER 
UNDERWRITING DIVISION 


April 1952 













INSURANCE CENTER 
MANAGER 


UNDERWRITING 
DIVISION 
CHIEF 


INSURANCE 
MEDICAL SECTION 
CHIEF 












The Service Section should receive applications and other source 
documents, prepare checks and mail policies, maintain files, and pro- 

vide stenographic service for the Division. In addition, this section 
dual perform the coding of applications and other source data now 
performed by the K-V-H and N Coding Sections of central office 
Actuarial Service. 

The Insurance Medical Section should determine medical accepta- 
bility of applicants. 

The Issue and Change Section should grant contracts and handle 
renewals, conversions, and contract changes. 


23735—_52——_-45 
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Exuisir XXX--1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF ORGANIZA- 
TION, INSURANCE CENTER, UNDERWRITING Diviston, Aprit 1952 


RESPONSIBILITIES COMMON TO SECTICN CHIEFS 


1. Assist Division Chief in the development of personnel and budget require- 


ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations; in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 

6. Keep the Division Chief informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

(4) Administrative Division 

The Administrative Division is a combination of the present Ad- 
ministrative Division and Supply Division. It should be responsible 
for the functions now being performed in those divisions with the 
exception of the maintenance of XC files, whch should be transferred 
to claims centers with the Dependents Claims Division. 

The recommended plan of organization, shown on exhibit XXXI, 
includes four sections, the chiefs of which report directly to the Divi- 
sion head. These sections are the Mail and Service Section, the In- 
surance Records Section (formerly called the Record Section), the 
Tabulating Machine Section, and the Supply Section. The only 
change in functions recommended is the transfer of responsibility 
for procurement and handling of publications from the Mail and 
Service Section to the Supply Section. Responsibilities common to 
all section chiefs are shown as exhibit XX XI-1. 


Exniit XXXI 


VETERANS ADMINISTRATION 
INSURANCE PROGRAM 


Proposed Plan of Organization 
INSURANCE CENTER 
ADMINISTRATIVE DIVISION 


April 1952 





INSURANCE CENTER 
MANAGER 


ADMINISTRATIVE 
DIVISION 


MAIL AND INSURANCE RECOR TABULATING MACHING 
SERVICE SECTION SECTION SECTION 
CHIEF 
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(5) Budget and Finance Division 

The Budget and Finance Division should include three new func- 
tions—the budget functions now being performed by the organization 
and methods examiner and the Administrative Section of Insurance 
Service, the collection function now performed by the Service Section 
of the Premium Accounting Division, and the voucher audit now being 
performed in the Operations Review and Audit Section. Responsi- 
bility for the maintenance of dependents’ claims accounts should be 
relinquished, as these accounts should be transferred to claims centers. 


Exuisir XXXI-1 


VETERANS ADMINISTRATION INSURANCE PROGRAM—LDROPOSED PLAN OF ORGANIZA- 
TION, INSURANCE CENTER, ADMINISTRATIVE DIVISION, ApRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist Division Chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 
2. Select immediate subordinates and approve selection of their immediate 
subordinates. 
3. Direct the operation of assigned functions. 

4. Provide services to other units of the insurance center organization in 
accordance with assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations; in solving 
mutual problems; and in complyjng with established rules, regulations, and 
procedures 

T. Keep the Division Chief informed concerning current operations, results, 
and future plans through esiablished reports and personal meetings. 

The recommended organization of the Division shown on exhibit 
XXXII, includes six sections, the chiefs of — re port t directly to 
the Division Chief. Responsibilities peculiar to each section are dis- 

: van oS ; 
cussed below. ‘Those which are common to all section chiefs are shown 
on exhibit XXXII-1. 
Exnigir XXXII 


TION 





The Accounting Section and the Employees Accounts Section should 
= iInue to ei ih rm their present functions. 

Phe Bei Accounts Section should be res spons ible only for 
maintenance a sonia of disability insurance payments to disabled 
veterans and payments made to beneficiaries in settlement of death 
clams. Records of pay: nents of compensation, pension, ~ other 
benefits to dependents of deceased veterans should be maintained i 
the claims centers. 

The Voucher Audit Section should perform its present functions 
and in addition should audit and certify vouchers ¢ over; r disability, 
death payments, and other insurance disbursements. 


4 
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The Collection Section should combine the present responsibilities 
of the agent-cashier and the Collections Unit of the Service Section 
of the Premium Accounting Division. 








ExHIsIt XXXITI-1 





VETERANS ADMINISTRATION INSURANCE PROGRAM—PROPOSED PLAN OF ORGANIZA- 
TION, INSURANCE CENTER, BUDGET AND FINANCE DIVISION, APRIL 1952 












RESPONSIBILITIES COMMON TO SECTION CHIEFS 






1. Assist Division Chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions, 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations: in solving 
mutual problems; and in complying with established rules, regulations, and 
procedures. 

6. Keep the Division Chief informed concerning current operations, results, 
and future plans through established reports and personal meetings. 










The Budget Section should be responsible for the preparation of 
annual and quarterly budget estimates and for the administration of 
budgetary procedures as they apply to the insurance center. 








(6) Personnel Division 

The present functions and organization of the Personnel Division 
remain unchanged with the exception of the addition of the on-the-job 
training and personnel functions now the responsibility of the In- 
surance Service. 
(7) Methods and Standards Division 

This Division should be responsible for the development of new 
and improved methods and procedures and for the establishment of 
work standards in the insurance center. The primary responsibility 
for implementing the work-simplification and management-improve- 
ment programs should center in this Division. It should also be 
responsible for the conduct of special studies relating to organization 
nnd any operations reviews and studies which may be necessary. 

The Division should consist of a small staff of men working on a 
project basis, and therefore no formal organization plan is required. 
The chief and his staff should work closely with other division chiefs 
in the insurance center and should cooperate with the methods and 
standards group in central office of the Insurance Department in the 
development and testing of new methods and procedural ideas. 

This chapter and the two preceding chapters have included specific 
recom ndations concerning organizational changes which will place 

the Assistant Administrator for Insurance in a position to carry out 
effectively his assigned responsibilities. The manner in which the 
operations should be conducted under this revised plan of organiza- 
tion is discussed in the next chapter, which also includes recommended 
changes ip specific procedures. 


























OprerAtTioNAL RecOMMENDATIONS 


VI. 












Insurance oper ations in the Veterans Administration are character- 
ized by the enormous mass of detail that must be processed according 
to minutely detailed procedures and standards. Each year thousands 















tic 
WI 
pe 
bo 
wi 


MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 703 


of clerical actions are involved in processing applications for insur- 
ance, issuing and changing policies, and making reinstatements. 
Literally millions of actions must be taken annually in maintaining 
the pre mium account records. Even the settlement of insurance claims 
involves a substantial volume of detail. 

The first section of this chapter is devoted to a brief description of 
these operations. Following this is a discussion of the manner in 
which the management group directs and controls the insurance op- 
eration. With this background, the operating and procedural changes 
resulting from the revised plan of organization are outlined in the 
third section. Finally, recommended improvements in specific pro- 
cedures, not dependent upon organizational structure, are presented in 
following sections for each of the major divisions of the organization. 

Most insurance operations can be classified under four major fune- 
tions—actuarial, insurance claims, preminum accounting, and under- 
writing. With the exception of the actuarial function, the work is 
performed by organization elements responsible for these functions 
both in the W ashington office and in the district offices. Actuarial 
work is performed only in the central office. 


1. PRESENT OPERATIONS 


Operations within the services and divisions of the insurance or- 
ganization vary considerably with the nature of the work. Some of 
them, such as the pure actuarial computations of the Actuarial Serv- 
ice, are highly technical; others, like those performed by sections of 
the Premium Accounting Division, are routine clerical actions. 


( 1) d tetuarial Ne PVE curre ntly combing s highly te echnical and cle rcal 
0 pe rations 


In its technical aspects the Veterans Administration's actuarial 
work is comparable to that done by commercial life-insurance com- 
panies. Many mathematical calculations are made in the preparation 
of tables of values, premium rates, and dividends and in the process- 
ing of special cases. Much of the data required for calculations is 
obtained by the use of punched-card tabulating equipment. 

In contrast to this highly technical actuarial work, the Actuarial 
Service performs a series of clerical operations in writing and issuing 
insurance policies to veterans and in accounting for receipts and dis- 
bursements from the funds and appropriations. Both of these routine 
operations will be transferred out of the Actuarial Service with the 
adoption of the proposed plan of organization for the Insurance 
Department. 


(2) Underwriting activities combine routine clerical operations with 
the judgme nt of medical factors 

Much of the clerical time in central office underwriting is devoted 
to processing applications for new insurance received from men going 
into the service. A check is made to determine whether the applicant 
has any other Government insurance in force. The application has 
to be numbered and placed in a file folder, and original issue records 
have to be prepared. If the application is appproved, the premium 
record card is typed and sent to Premium Accounting. 

District office underwriting is primarily engaged in the clerical 
operations of processing renewal applications of term insurance con- 
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tracts. Conversion to permanent plans and changes in plans and 
beneficiaries also take considerable clerical time. In all these under- 
writing actions the operations involve reviewing applications, check- 
ing the facts, and determining whether the applicant is eligible for the 
insurance he has requested. 

In those cases involving medical requirements, decisions on the 
insurability of the applic ant have to be reached by Insurance Medical 
Section employees. Medical consultants pass judgment on the diffi- 
cult cases, while trained lay approvers decide routine cases. 

(3) Premium Accounting Involves a Large Number of Clerical O pera- 
tions 

More than 50 percent of all insurance employees are engaged in the 
mass clerical operation of the Premium Accounting Division. Here 
premium notices are prepared by use of machines and metal addressing 
plates. Incoming premium payments are compared with premium 
notices for accuracy, and posting media are prepared where premium 
notices are missing. Checks and money orders are sorted and listed 
by machine. Both these and the posting media are photographed on 
microfilm for future reference before the posting media are sent to 
the Premium Accounting Section for manual posting on the individual 
premium account cards. 

These operations involve a great many steps, some performed 
manually and some by machine. They require a large number of 
employees because of the great number of accounts and actions to be 
taken on these accounts. 


(4) Settlement of insurance claims involves judgment of medical 
factors 

The settlement of disability insurance claims is an operation in 
which the medical facts in connection with a claimed disability are 
first determined and then judged to ascertain whether or not the 
claimant is entitled to disability benefits. These benefits may be waiv- 
ers of premium only, but they may also provide for an income of $5 
each month for every $1,000 of insurance in force at the time the 
disability occurred. Determination of whether or not a disability is 
the result of the extra hazards of service in the Armed Forces is also 
an essential step in the process of settling a disability insurance claim. 

Legal members of the insurance claims organization perform the 
basic operations of marshaling the facts and deciding on the merit 
of each claim. Medical consultants are called upon to appraise the 
medical aspects of each case. In these steps involving professional 
and technical considerations, the doctors and lawyers have the sup- 
port of the necessary clerks and stenographers who perform the rou- 
tine operations of the organization. 

Settlement of insurance death claims involves examining proof of 
death, ascertaining the true identity of the beneficiary or beneficiaries, 
and determining the current status of the insurance account. Most 
of this work is done by personnel with legal training. Here again 
a staff of clerks and stenographers i is made available to assist the legal 
and technical members of the insurance claims organization. 
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2. MANAGEMENT OF INSURANCE OPERATIONS 


This section of the report describes briefly the present manner in 
which insurance operations are managed and directed. This involves 
the functions of planning, coordinating, and controlling the 
operations. 


(1) Planning 


Most of the planning for the insurance operation is done by central 
office executives. Much of this planning is short range to meet specific 
situations as these arise. Because Congress controls the basic policy 
of the insurance program and since important factors that affect the 
volume of operations are beyond the control of the insurance execu- 
tives, little long-range planning is possible. 

The regular “planning for personnel requirements and for budget 
requests is one of the more important done in the insurance organiza- 
tion. The preliminary planning is done in the insurance field sta- 
tions, but the final approval and control of tables of organization and 
budgets is in the hands of the central office executives. 

In determining personnel and budget requirements, estimates are 
made of anticipated workloads. Estimated workloads and work 
standards are used in combination to determine the number of em- 
ployees required and the corresponding salary totals. Travel expense 
is approximated on past allocations and the current appropriation 
situation. 

If any major increases or decreases in personnel are to be made, the 
executives whose employees are to be affected make the necessary 
plans for adding or removing personnel in accordance with require- 
ments. Similarly, plans for “‘honpersonnel expenditures must be ad- 
justed with changes in funds appropriated. 

Insurance executives do not directly control the expenditure for 
office equipment and supplies. Budget requests for these items are 
developed in cooperation with the supply executives of Construction, 
Supply, and Real Estate. The bases for the plans are usually past 
usage of specific supplies and known requirements for office equip- 
ment and furniture. 

The individual expenditures against appropriated funds require 
some planning also. If the appropriation differs from the budget 

requests, some change in plans generally is necessary to bring these 
in line with the funds available. 

When new insurance laws or amendments are passed by Congress, 
the insurance organization has to plan for their administration. 
The planning often involves the development of new procedures, the 
design of forms, and sometimes the origination of new methods. Ac- 
companying plans for installation of the procedures, forms, and 
methods are also necessary. 

Plans for operations are generated primarily by the central office 
insurance services with some coordination provided by the Assistant 
Administrator for Insurance and the Coordination Service. Similar 
planning has to be done an organization changes and methods im- 
provements require changes in procedures and forms. 
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Whenever a major specific project such as consolidation of district 
offices is decided upon, a considerable amount of planning is necessary 
to work out details of space requirements, arrangements, office lay- 
outs, moving, organization structure, and personnel selections. Some 
of these plans are developed by the field station executives, but final 
decisions are made by central office executives. Major decisions are 
made by the Administrator for Veterans Affairs himself. 


(2) Coordination 


Both the Assistant Administrator for Insurance and the district 
office managers provide some coordination of insurance operations 
by holding staff meetings, by having personal contact with service 
and division executives, and by deciding interservice and interdivi- 
sion problems when they are given authority to do so. However, 
most of the coordination is achieved through rules, regulations, and 
procedures which specify in detail what each organization element 
is to do. 

Development of procedures involves securing the approval of each 
central office executive whose operations are to be affected by the 
procedure. Sometimes this coordination is obtained simply by co- 
operation of the men. In other instances, when agreement cannot 
be reached, the Assistant Administrator or one of his assistants makes 
the decisions. : 

If the procedure also affects Veterans Administration organization 
elements outside of insurance, coordination is undertaken by the Ad- 
ministrator, the Deputy Administrator, or the Coordination Service. 

Continued coordination on procedures is maintained by constant 
checking to make certain that the procedures are being following in de- 
tail. If difficulties arise in the field because of defects in a procedure 


or changes in conditions which make obsolete some steps of a pro- 
cedure, the problem is referred to central office where the insurance 
executives go through the same process that is used in development of 
a new procedure to secure satisfactory coordination. 


(3) Control 


The entire insurance operation both in the field and in the central 
office is closely controlled by the central office insurance executives. 
This control is achieved by use of the following management tools: 

1. Tables of organization. 

2. Work standards. 

3. Budgets. 

4. Veterans Administration manuals. 
5. Field inspections. 

6. Reports. 

Effective control of expenditures for personnel is achieved through 
the tables of organization approved in the central office. These spec ity 
the number of employees in each organization unit and their grades. 
Any additions must be approved in Washington before new employ: es 
are hired. Operating executives may, however, use fewer employees 
than specified without approval. 

Work standards also are used as a control device by the central 
office in appraising tables of organization recommended by the operat- 
ing executives and in judging ‘the productivity of organization units 
and individuals. The Veterans Administration’s work standards gen- 
erally have been established on the basis of past performance; there- 
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fore, as gages of production they are not as accurate as standards 
based on modern work-measurement techniques would be. 

Budgets are used effectively in controlling expenditures in the 
insurance organization. Used in conjunction with tables of organiza- 
tion, they provide an excellent means of controlling salary expense, 
which represents the biggest single cost in the insurance operation. 
The public law prov ides pens ities for overexpending appropriations 
and budgets. These penalties and the close surveillance given expense 
reports by i insurance executives are successful in keeping -expenditur es 
within the approved budget limits. 

Most of the insurance operating actions are specified in detail in 
the manual. No deviations are permitted without approval. Through 
the manual, central office insurance executives control the way in which 
the work in the field offices is to be done. The procedures, rules, and 
regulations practically leave the field executives without opportunity 
to make operating decisions. Individual insurance cases, of course, 
have to be decided in the field offices, but such decisions have to be 
made according to standards stated in the manual. 

Field inspections and audits by central office insurance personne! 
are used to determine whether the field stations are following the 
detailed provisions of the manual. All deviations are noted in writ- 
ten reports to central office, copies of which are left with the field 
station managers. Field station managers are expected to reply to 
the reports within 10 workdays and to indicate what corrective ac- 
tion has been taken or will be taken. If there is disagreement, reasons 
are stated and arguments for continuing the deviation are presented in 
the reply. Under these circumstances, the manager will very often 
receive a directive to follow the manual from the general office execu- 
tive concerned. 

Inspections are not completely effective because occasionally a field 
executive will continue a manual deviation which he is convinced gives 
superior results to the method specified in the manual. 

In addition to inspections made in the field, the Disability Insurance 
Claims Service in central office receives and reviews copies of all 
decisions reached in the field offices to check on uniformity and proper 
application of established policies. In a relatively few instances, the 
complete cases are brought in from the field for review if the decision 
seems to involve an error in policy. The objective of this practice 
is to assure uniformity of action in the field station. 

Underwriting Service reviews cases in which the veteran is dissatis- 
fied with the underwriting action taken in a district office. These case 
reviews together with field inspection surveys and studies made by the 
Operations Review and Audit Section in the district offices provide 
central office underwriting executives with the means for appraising 
underwriting operations in the field. 

Reports on the number of actons taken, the number of new cases 
received, and the number open at the end of the report period provide 
insurance executives with information on the production of various 
organization elements. Corrective action is inaugurated when reports 
indicate that such action is necessary. 

The control currently exercised by central office executives is ex- 
tensive and extremely close. Its effectiveness, however, is offset par- 
tially at least by the stifling of initiative among field station execu- 
tives. 
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8. MODIFICATION OF OPERATING PRACTICES REQUIRED BY THE RECOM- 
MENDED ORGANIZATION CHANGES 


Installation of the recommended organization changes in the In- 
surance Department will necessitate some modifications in operating 
practices and procedures. The modifications are outlined in the fol- 
lowing sections. 


(1) Establishment of budget and finance, administrative services, 
supply, and personnel organizations within the Insurance De- 
partment requires change in point of coordination and control 


Under the proposed plan of organization, the coordination of all 
activities within the insurance organization at central office and in 
the insurance centers will be the responsibility of the Assistant Ad- 
ministrator in charge of the insurance program. It is his responsibil- 
ity to see that the policies, rules and regulations, and procedures of 
the services under his direction are workable and do not conflict with 
one another and that they are within the broad policies established by 
the administrator and within the applicable laws. Currently, he 
coordinates actuarial, underwriting, premium accounting, and dis- 
ability insurance claims activities only. With the broadening of his 
responsibilities, his coordinating action will extend to budget, finance, 
administrative, supply, and personnel activities within the Insur- 
ance Department. In addition, he will be responsible for the co- 
ordination of these activities for insurance with similar activities 
throughout Veterans Administration. 

In turn, the service directors in the Insurance Department at cen- 
tral office will have the corresponding responsibility for making cer- 
tain that the policies, plans, and procedures which they review or de- 
velop and recommend are consistent with over-all Veterans Admin- 
istration policies, rules, and regulations which are applicable to their 
area of responsibility. Since the coordination required in this respect 
will generally involve policy questions and will not be concerned with 
detailed operating rules and procedures, the amount of top-level 
coordination required will be substantially less than that required 
under the present plan of organization. 

Direct control of all operations and activities in the insurance cen- 
ters will be in the hands of Insurance Department executives. The in- 
surance center manager will have primary control, with technical or 
functional supervision being provided by central office Insurance 
Department executives rather than from outside the Insurance De- 
partment as it is at present. 

While the means of controlling operations will remain unchanged, 
greater emphasis should be placed on personal contact and direction 
by the insurance executives. This should reduce the importance and 
frequency of field inspections by nonexecutive personnel. Budgets, 
reports, and tables of organization should be continued as effective 
means for controlling expenditures, while manuals and work standards 
should continue to be used in control of operations. 


(2) Participation of insurance centers in methods and procedures 
should accompany organization of Methods and Standards Service 
Organization of the Methods and Standards Service in the central 
oflice and the counterpart divisions in the insurance centers should 
broaden participation of field executives in the development of methods 
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and procedures. Heretofore, most of this work has been done by the 
central office executives and only very limited use has been made of 
field stations experience and executive talent. 

Under the proposed plan of organization, responsibility for plan- 
ning and directing the methods and improvement program will be the 
responsibility of the Methods and Standards Service in the central 
office. The Methods and Standards Division in the insurance centers 
will have the responsibility for making the actual studies. 

In order to avoid duplication of effort, the Methods and Standards 
Service in central office should determine various projects in conjunc- 
tion with and with the approval of other services and assign them to 
the individual insurance centers for development. Here the methods 
and standards personnel should make the necessary studies and de- 
velop recommendations. In the conduct of these projects, the methods 
and standards personnel should work very closely with the operating 
executives. 

While a study is in progress, the field executives should be free to 
consult with central office executives and personnel at other insurance 
centers. 

Once the insurance center personnel is satisfied that its analysis of 
the operating problem is complete and the recommended solution is 
sound, a report should be prepared and sent to central office. Here the 
service directors concerned with the problem should review the report 
and make such suggestions for improvement as they deem necessary. 
Once the recommended solution is approved, the Methods and Stand- 
ards Service in central office should be responsible for guiding and 
assisting in the installation at the centers. 


(3) Transfer of functions from Actuarial Service requires changes in 


field operations 


With the transfer of fund accounting from Actuarial Service to the 
Budget and Finance Service, a change in accounting practices should 
be made. Under the present plan of operations, copies of all detailed 
vouchers and other basic data are sent to central office for processing 
by the Statement Section. 

Under the proposed plan, all the detail work will be done in the 
Budget and Finance Divisions of the insurance centers. Monthly 
summary statements of voucher activity should be prepared and sent 
to the Budget and Finance Service in central office for preparation of 
consolidated statements required by Actuarial Service. Control ac- 
counts for insurance funds and appropriations should be posted from 
summary journal vouchers prepared at centers and forwarded to 
central office. 

This operating plan eliminates the transmittal of many detailed 
documents to central office and the duplicate handling of these docu- 
ments by the Budget and Finance Division and Actuarial Service. 

The writing of insurance policies is also to be transferred from 
Actuarial Service. Present operations require transmittal of ap- 
proved applications from the district offices to central office where 

cards for writing the policies and for performing the valuation work 

in the Actuarial Service are punched. Approved applications are 
accompanied by transmittal sheets, which take time to prepare and 
check. 
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Under the proposed operating plan, the Underwriting Divisions in 
the insurance centers will prepare and issue the policies ‘directly from 
the original applications. This will save considerable duplication 
of effort. The insurance centers also will prepare the necessary 
punched cards, and only these will be sent to the Actuarial Service 
for its valuation work, 


(4) Return of insurance death claims settlement to the Insurance 
Department will require a change in procedure 

With the return of insurance death claims settlement to the Insur- 
ance Department from the claims organization, the steps taken to 
settle insurance death cases will need to be changed. 

Now the information on the death of a veteran, who is not in the 
Armed Forces, flows into the district offices by letter, wire, or teletype. 
This information comes either from regional offices or directly fronr 
dependents of the deceased veteran. The dependents’ and ‘benefi- 
ciaries’ claims personnel takes preliminary action on compensation, 
pension, and burial allowances before requesting the insurance service 
for data on the veteran’s insurance status. This is provided on a 
suitable form used by claims personnel as authority for starting the 
insurance settlement procedure. 

Under the proposed plan of organization, information concerning 
the death of a veteran may come directly to the insurance center o 
from a veterans’ service center or a claims center. If a veterans’ 
service center receives the original information, immediate notification 
of both the interested claims and insurane e centers should be made 
on a brief form with space for the veteran’s name, address, date of 
death, XC number, and insurance policy number or numbers if these 
are known. If the original information is received by the claims 
center, the same form should be used to notify the insurance center 
immediately. The insurance center, upon receipt of this form from 
either source, should check to determine whether the veteran had 
insurance in force. If he had, the insurance center should notify the 
claims group of the documents which are required for the insurance 
settlement, such as a death certificate, a certified copy of public or 
: hurch records of marriage, and birth certificates. This again should 
be done by a simple form which identifies the veteran, gives his XC 
number, and provides space for indicating the documents required. 
if the information concerning the death of a veteran is received orig- 
tnally by an insurance center, this form should be accompanied by the 
first-mentioned forms. 

The responsibility for obtaining the required documents pertaining 
io each case should be pli aced with the claims organization, since most 
of them are required for settlement of compensation, pension, and 
burial claims. When the originals are obtained, photocopies should 
be made and sent to the insurance center for settlement of the insurance 
death claim. Also any information which the insurance center may 
require from the XC folder will have to be supplied by the claims 
centers, since they will maintain the XC folder files. 

Under this method of handling, the contact with the veteran’s de- 
pendents to obtain required documents and full information will be 
made through the claims organization and duplication of requests 
for the same information and documents will be avoided. The ad- 
judication of the dependents’ claims and the settlement of insurance 
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claims can be performed simultaneously; this will facilitate both 
operations. 


(5) Changes in insurance accounts organization require no basic 
change in operations 

Transfer of the computations now performed by the Operations 
Review and Audit Section to the Insurance Accounts Division does 
not require a change in operations. The clerks will continue to do 
the same work as at present for the Insurance Accounts Division and 
the Underwriting Division. Only the reporting responsibility would 
be changed. 

Likewise, transfer of collections from the Insurance Accounts Divi- 
sion to the Budget and Finance Division will require very little 
change in operating practices. Fundamentally, only the reporting 
relationship of the chief of the collection will change. 


(G) Underwriting eperations will be changed by proposed organiza- 
tion modifications 

Assignment of policy writing to the Underwriting Divisions of the 
insurance centers will simplify the present operating practice, as has 
been indicated previously. 

The only other organization change affecting underwriting is an 
internal one involving the transfer of lay medical examiners from 
the Medical Section to the Issue and Change Section. The operation 
change here would require processing most applications within the 
Issue and ( ‘hange Section rather than forwarding all cases to the 
Medical Section. This section would only pass on difficult cases re- 
ferred to it by the lay examiners. 


4, INSURANCE PREMIUM ACCOUNTING HAS TITLE GREATEST POTENTIALS FOR 
SAVINGS TILROUGILT IMPROVED OPERATIONS 


The greatest potentials for reducing operating costsof the Insurance 
Department are to be found in the premium-accounting activities. 
The millions of actions each year that are required in collecting and 
posting premiums represent a challenge and an opportunity for de- 
velopment of cost reductions and improved service to veterans. 

Present premium accounting costs are high partly because present 
methods are time consuming and partly because of the w: Ly In which 


the insurance program has developed. There are six major factors 
contributing to the high costs. 


These are: 
(1) Large numbers of accounts on monthly payment plan. 
(2) ¢ ‘ontinued use of premium receipts. 
(5) Peak loads created by the large number of accounts with 
premiums due the first of each month. 
(4) Requirement of posting unnecessary information. 
(5) Lack of sound work standards. 
(6) Frequent failure of veterans to use premium envelopes, to 


send the correct amount of money, and to pay premiums within 
the grace period. 


Recommendations in the following sections are designed to mini- 
mize the effect of or to eliminate these major factors, w ith the objective 
of reducing the operating costs in the premium ace ounts or ganizations. 
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(1) Persuade policyholders to pay premiums quarterly, semiannually, 
or annually 

Currently more than 50 percent of the district office accounts are 
on a monthly premium payment basis. This requires, for each such 
account, the preparation and mailing of a premium notice, the han- 
dling of the payment received, the recording of it, and the preparation 
and issuance of a receipt each month. When multiplied by millions 
of payments, such clerical effort involves a cost of millions of dollars. 
Reducing the frequency of premium payments from the present aver- 
age range of seven to nine per policy down to five would result. in 
savings of up to $5,000,000 per year. This is not an impossible objec- 
tive, since some large commercial life-insurance companies are re- 
ported to have an average payment frequency of 2.5 premiums per 
policy each year. 

Appropriate publicity on the advantages to the veteran of making 
payments quarterly, semiannually, or annually should persuade many 
to change from the monthly premium- payment plan. Such a change 
not only saves the veteran money on his premium but also saves him 
the cost of the check or money order and postage. Furthermor e, the 
nuisance of making the payments monthly is avoided and there is less 

chance of his policy lapsing. 

Veterans Administration can and should make use of personal con- 
tact, newspaper releases, radio and television spot announcements, 
posters, and direct-mail pieces accompanying premium notices in a 

‘ampaign to persuade policyholders to change from monthly payment 
of premiums. 


(2) Simplify monthly billing operations 


A simplified billing procedure is recommended to take care of those 
policyholders who w rish to continue paying for their insurance on a 
monthly basis. 

The practice of mailing premium notices each month should be dis- 
continued. Instead, the policyholder should be sent a 12 months’ 
supply of premium-remittance envelopes once each year. Each 
envelope should be marked with day and month the premium is due, 
together with the amount of the premium and the policy number. 

On the basis of the present level of monthly insurance accounts, 
this would result in postage savings alone in excess of $600,000 per 
year. In addition, a substantial amount of clerical effort would be 
saved in the addressing operation and in the time now required in 
checking each monthly premium notice with the premium account 
record before it is mailed. 

The introduction of annual mailing of monthly premium notice- 
remittance envelopes should be accompanied by a clear explanation 
to the policyholder of the plan and its purpose. 

The proposed plan is already in satisfactory use by some commer- 
cial life insurance companies. Veterans Administration should be 
able to make equally effective use of the plan. 


(3) Discontinue the use of premium receipts 


The Veterans Administration should discontinue the use of the 
premium receipts for payments received by check or money order. 
Some 30,000,000 of these are mailed each year at an estimated cost of 
$800,000 to the Post Office Department, which delivers the Veterans 
Administration franked mail. In addition, Veterans Administration 
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pays about $67,000 for receipt mailing envelopes and an unknown 
amount for the receipt forms and the time necessary to imprint and 
check them. 

Actually, the premium receipt is nothing but an informal ac- 
knowlegment that the stated amount of money has been received for 
the specified account and time of payment. The burden of proof of 
payment still rests with the policyholder or his beneficiary in case of 
a dispute. The policyholder’s canceled check or money order receipt 
is adequate to prove payment was made. These are being photo- 
microfilmed at present so that such proof is readily accessible and 
obtainable. 

Under the recommended plan, receipts will still be necessary to 
acknowledge cash payments, but those are a very small percentage of 
all payments made. Receipts also can be furnished if special request 
is made for them. 

Premium accounts clerks now file premium receipts by due date. 
As the premiums are paid, the receipts are withdrawn and mailed to 
the policyholder. Those receipts remaining in the file at the end of 
the grace period indicate policies that have lapsed. 

With the elimination of the premium receipt, a new means of 
identifying lapsed accounts will be needed. The same results can be 
achieved by substituting a permanent due-date card for the premium 
receipt. These cards arranged by months and due dates within the 
months as a tickler file can be used to indicate lapsed policies just as 
premium receipts now are used. 

The premium accounts clerk could locate the due-date card in the 
tickler file by reference to the effective date of the policy shown on 
the premium record card. He would then move the card forward in 
the file to the date on which the next premium is due. As under pres- 
ent practice, a card which remains filed under a date at the expiration 
of the 30-day grace period would indicate that the policy has lapsed. 

As a part of installation of this recommendation, an appropriate 
announcement should be made to all policyholders to explain the dis- 
continuance of the premium receipt. The Veterans Administration 
should have little difficulty with this program, which has been proved 
practical by many commercial life-insurance companies. 

(4) Adopt means of leveling premium accounting workload 

Present methods of operation result in creating a peak load of pre- 
mium collections and postings during the first 10 days of each month. 
The principal reason for this situation is that a predominantly large 
vercentage of direct-pay national service life insurance accounts are 
due on the 1st of the month. The current practice of releasing pre- 
mium notices on the 15th of the month preceding the one in which pay- 
ment is due also contributes to the peak workload that develops in the 
arly days of each month. 

Such peaks in workload generally result in having a staff large 
enough for the maximum load and thus more than necessary for the 
part of the month when the load is less. Naturally, the excess staff 
means higher costs of operation. 

Several courses of action for reducing the peak in the premium 
accounting workload are discussed in the following paragraphs. 

First, the premium notices addressed by machine can be prepared 
a few days earlier and the mailing spread over more days of the 
month. This should help lower the peak of the workload somewhat. 
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Second, the possibility of changing the due dates on the insurance 
contracts so that the dates are distributed more evenly throughout the 
month should be explored. The redistribution of policy due dates 
magne be accomplished in one of the following ways: 

Have each premium accounts clerk determine the distribution of 
ex chine due dates and assign new administrative due dates to enough 
policies so that all days of the month have approximately an equal 
number of accounts. 

2. Substitute the day of the month of the veteran’s birthday for the 
day of month of the present due date. 

(5) Simplify the recording and auditing of premium records 

The premium record card is the focal point for premium accounting 
action. Upward of 30,000,000 individual entries must be made on 
these cards each year. Because of the large volume, small savings 
quickly multiply into a substantial sum of money. 

The present method requires the premium accounts clerk to post the 
unit number assigned to posting media from which the account cards 
are posted, the postmark date of the envelope in which the premium 
is received, the amount of the premium and the excess or shortage of 
the amount paid over the correct premium. 

It is not necessary to write the amount of the premium if the correet 
amount has been received, nor is it necessary to post the date on the 
envelope if the date is within the grace period. This information is 
microfilmed and available in file if any question arises. This extra 
posting makes it necessary to remove the premium record card from 
the file and constitutes the majority of posting effort. 

The information to be posted should be limited to the unit number 
of the posting medium, which itself is coded to indicate the day 
and month the premium was received. The unit number can be set 
up in a suitable rubber stamp to be used for posting. Once the 
correct card is located in the file, it will be possible to make the entry 
with the rubber stamp without removing the card from the file. 

Cards would have to be taken from the file only if the veteran either 
overpaid or underpaid his premium. In such cases, the clerk should 
post the amount of the overage or shortage in the suspense column of 
the ecard. Current practice requires the amount of every premium 
to be posted even though most payments are identical with correct 
premium t rpeds on the ecard. 

The posting of the United States Government life insurance ac- 
counts transferred to insurance centers should be made in the same 
manner. The present method of machine posting these accounts has 
little merit and should be abandoned. 

The monthly audit of every active account by premium accounts 
clerks should be abandoned. This is an unnecessary and time-con- 
suming task that adds to the cost of keeping the premium accounts. 
Instead, the premium record cards should be scheduled for an internal 
audit onee a year. This audit should be performed on a continuing 
basis by an independent team attached to the Budget and Finance 
Division. The cards should be reviewed and validated to the date 
of last premium payment entry. Future audits should be made only 
from the date of previous audit. This procedure would conform to 
better accounting practice and save a great deal of time for premium- 
accounts clerks, 
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The recommendations made in this section of the report will make 
it possible for account clerks to handle a greatly increased number of 
accounts. The work force should be reduced accordingly. 

(G) Establish sound work standards for premium accounting 
operations 


Present work standards for premium accounting are based on the 
average of past experience. The standards include time for unneces- 
sary operations and other inefficiencies and consequently result in 
overstafling. These standards should be replaced by standards de- 
veloped by modern time-study and motion-study techniques after all 
unnecessary operations have been eliminated. 

Currently, each premium-accounts clerk maintains about 3,000 di- 
rect payment accounts, which require posting effort of 2 to 244 hours 
each day. The rest of the premium-accounts clerk's time is spent in 
the following activities: 

Initiating lapse notices to the policyholder and the <.ctuarial 
Service in central office. 

2. Setting up new accounts. 

Furnishing insurance status information for determining loan, 
cash surrender and extended insurance values and underwriting 
actions. 

Reviewing all accounts at least once a month to check status. 

5, Examining applications for reinstatement to see that all require- 
ments have been complied with. 

6. Initiating actions to correct premium records as required by 
change of address, transfer of records and other changes. 

7 ‘Auditing the accounts on which dividends have been declared. 

8. Initiating liens on policies when required. 

9. Combing file at regular intervals to determine which term policies 
are about to expire. 

10. Verifying premium notices. 

11. Waiting for posting media, 

Observation of the activity in the Premium Accounting Section 
indicates that substantial savings can be made by improving both 
methods and supervision. More scientifically determined work stand- 
ards for the effort described above should further increase the number 
of accounts that each clerk handles. 


(7) Establish a continuing program to inform poli yhol lers of the 
proper way to pay premiums 
Policyholders create a great deal of extra work by noe mistakes 
in paying their premiums. The most common mistakes are : 
. Veteran does not use the premium notice-remittance enve! ope. 
Remittance is not properly identified when the premium notice- 
remittance enve slope is not used. (Both the policy number and at 
insured? s name and address should accompany the premium payment. 
3. Policyholder does not indicate that payment is for more than one 
walley: 
4. Payment is not made for the correct amount of the premium. 
5. Veteran fails to pay premium on time by careless use of the grace 
period. 
These five common errors made by policyholders add substantially 
to the workload and costs in the Premium Accounting Divisions. A 
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special staff has to be maintained for the sole purpose of trying to 
identify payments which are classified as “unapplied remittances.” 

Irregularities in payments also increase the probability of errors 
within the insurance organization which affect and annoy the 
policy ‘vholder. 

To minimize the quantity of improperly made payments, a con- 
tinuing program should be developed and undertaken to inform and 
educate policyholders on the correct way to make payments, the 
benefits of doing so, and the disadvantage that may result from irregu- 
larities. The program should be directed to all policyholders, and 
should be supplemented by reminders to individual policyholders who 
do not comply. Some of these things already have been done, but 
the effort should be intensified, and organized on a continuous basis. 


(8) Expand use of mechanical equipment 


Veterans Administration insurance executives have made substan- 
tial savings through the proper use of office machines and equipment. 
The use of machines in addressing the millions of premium notices and 
receipts is an example of this. Machines also are used for inserting 
premium notices and receipts in mailing envelopes. 

Dictating equipment is extensively used in some of the insurance 
offices, but elsewhere it is not available. Much of the correspondence 
in premium accounting can be handled properly by dictating equip- 
ment, and its use should be extended. 

Modern sorting devices should be adopted to replace the antiquated 
devices and outmoded methods generally used in the insurance oper- 
ation. One of the district offices is reported to have tried out such 
u device, and found that it made a substantial saving in time. 

The present “tub” desks supplied the premium accounts clerks are 
not designed for maximum efficiency. A thorough industrial engi- 
neering study is needed to devise a more suitable desk. Such a study 
should be comprehensive enough to cover all phases of the premium 
accounts clerks’ work, with the objective of improving the methods 
and procedures involved as well as the development of more suitable 
equipment. 

Continued search should be made for machines which can be used 
profitably in the premium accounting program primarily for such 
applications as preparation of premium notices and posting of the 
accounts. Such a search was beyond the scope of this survey. 

In determining the advantages and disadvantages of using various 
types of business machines in the Insurance Department, an analysis 
should be made to determine whether possible benefits are sufficient 
to warrant an operating test. Only after the analysis has been verified 
by a properly conducted test should plans be made for the adoption 
of the equipment for use throughout the Insurance Department. 

In addition to these more important recommendations for improving 
premium accounts operations, the following subsections present some 
miscellaneous items with smaller cost saving potentials. 


(9) Discontinue practice of making small interest charges on late 
payment of pre miums 


The practice of making small interest charges because premiums are 
receive ‘ a few days after the grace period not only annoys policy- 
holders but also involves a collection cost far in excess of the small 


amount of interest usually involved. The practice of accepting over- 
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due premium payments up to 15 days beyond the end of the grace 
period without interest charges should be adopted. Many costly 
lapse and reinstatement actions can be eliminated by adopting this 
more tolerant practice now’ being generally accepted by commercial 
companies. 


(10) Adopt a cycle plan for the preparation of premium notices 

The present method of billing involves the use of metal address 
plates arranged in numerical order by terminal digits of the policy 
numbers. ‘The plates are tabbed so that only those for the due date 
of the premium payment being processed are imprinted. Tabs are 
set to prepare premium notices on quarterly, semiannual, and annual 
payments when‘due. This plan has the advantage of simplified filing 
of the address plates by number only but has the disadvantage of 
taking more machine and man time to run off the plates. 

To replace this method, a cycle plan of —- premium notices 
should be adopted. Under such a plan, the metal addressing plates 
would be filed, first, by mode of payment and, second, by terminal digit 
number. This plan would reduce the machine time required to im- 
print premium notices and reduce the amount of time required by the 
premium accounts clerks to check the notices against the tickler file, 
which should be arranged in approximately the same way as the 
metal plate file. 

In setting up the plate files, the pattern followed by other insurance 
organizations should be used. This is indicated below. 


Mode of payment | Months due Number 


of files 


Monthly Monthly, all cases filed together 

Quarterly January, April, July, October: February, May, August, Novernber; 
March, June, September, December. 

Semiannually__.......| January, February, March, Arril, May, June; July, August, Sep- 
tember, October, November, December. 

Annually_. January through December. 


Total number of files 


With each file being run in its entirety at the proper time, there is 
little possibility of missing plates, as frequently happens now. In lo- 
cating individual plates, it will be necessary for the Service Section 
to know the mode of payment and the due date as well as the policy 
number. This is not as convenient as under the present plan, but the 
advantages of the recommended cycle plan more than offset this in- 
convenience. 


(11) Investigate need for checking premium notices with premium- 
TCC) d cards 


One of the time-consuming operations performed by premium-ac- 
counts clerks is the checking of each premium notice with the premium- 
record card. With the adoption of the cycle plan and some of the 
major recommendations discussed previously, it may be possible to 
eliminate the check that is now made of every premium notice with the 
premium-record cards. In order to accomplish this, it will be nec- 
essary to keep the metal plates up to date with the premium-record 
cards. This will require immediate notification of the Service Station 
of changes coming to the attention of the premium accounts clerks. 
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This section will have to make changes in the metal plates at once. In 
addition, the premium notices would have to be imprinted just prior 
tomailing. This action also will be possible with the attainment of a 
uniform distribution of accounts to be billed each workday of the 
month. 


(12) Assign premium-account clerks to new-account groups at least 
once @ year 


Although some attempt has been made to transfer premium-accounts 
clerks from one block of accounts to another, no consistent. program 
has been developed. The practice of rotating clerks is desirable be- 

cause it keeps them from getting “stale” on a given set of accounts and 
helps relieve some of the monotony that stems from the routine of 
the work. 


(Js) Adopt a a uniform practice of for warding Posting media on a 
continual Ng basis 


Posting media should be forwarded to the Premium-Accounting 
Section just as soon as they become abailable. The remittances and 
posting media should be identified, block-controlled, and balanced and 
then sent by block control to the Premium-Accounting Section with- 
out delay. This will provide a more even flow of posting media to 
premium-accounts clerks than is accomplished at present. 


( 14 ) Consolidate insurance file Ss 


There are two principal classifications of insurance-file oe 
Folders for 5-year premium term insurance issued prior to October 1, 
1948, have the policy number pretixed by the letter N. Folders for 
permanent plan, renewed term or term issued on or after October 
1948, have the policy number prefixed by the letter V. 

The N and V folders are filed in separate files by the terminal digits 
of the policy folders. Both active and inactive accounts are filed to- 
gether. In the N files particularly, there are four or five inactive 
folders for every active one. This increases the time required to locate 
folders and increases the possibility of misfiling. 

Inactive-file folders should be separated from active folders to 
speed locating and refiling of active folders. Important documents 
froin the folders on inactive cases should be microfilmed and the fold- 
ers either destroyed or sent to the record center. Such action is par- 
ticularly desirable since most of these cases cannot be reinstated under 
provisions of the present laws. 

The maintenance of two separate N and V file groups is unneces- 
sary and sometimes confusing. The two types of folders should be 
merged and placed into one file group by policy number in terminal 
digit control sequence. Consolidation of the insurance files not only 
will facilitate the filing operation but also will make floor area and 
filing equipment available for other uses. 


l, 


(15) Minimize transfer of insurance records between centers 

The transfer of insurance records between district offices and central 
office has been expensive. Although the volume of these transfers will 
be reduced by the consolidation program, further reduction of trans- 
fers should be possible. Present procedures provide for the immediate 
transfer of insurance records from one office to another if the vet- 
eran indicates that his new address is in the territory served by the 
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second district office. Often, these changes in address have been tem- 
porary, resulting in unnecessary shipment of records between offices. 

Transfer of records can be reduced by limiting such transfers to 
those involving changes of permanent address. "Thus, if a veteran 
went away to school, his insurance record would be retained at the in- 
surance center serving the territory which includes the veteran’s 
permanent address. 

To effect the reduction in transfers, it will be necessary to get the 
veteran to indicate whether the new address is temporary or perma- 
nent. This can be done by modifying the premium notice envelope in 
the space provided for change of address, so that the veteran can 
indicate by a check mark whether he considers the change temporary 
or permanent. 

The Veterans Administration already has issued instructions, effec- 
tive February 1, 1952, to stop all transfers of insurance files between 
insurance centers and between these centers and the central office except 
in a limited number of specified situations. This is an excellent move 
during the period of consolidation. However, the action will affect 
service to veterans to some extent and consequently should be reviewed 
within 6 months to determine whether the program recommended in 
this section should be adopted. 


(16) Provide ade quate protection for loan agreements 


There was some indication that policyholders’ loan agreements were 
being carelessly filed in unlocked standard files and cabinets. These 
loan agreements and the loan records are valuable papers which should 
be handled as such. 

To protect these assets, all loans records and notes should be housed 
in suitable locked fire-resistant files. As further protection, the loan 
agreements should be microfilmed. 

5. UNDERWRITING OPERATIONS CAN BE 
PRESENT 





IMPROVED BY MODIFIC¢ 
PRACTICES 


‘ATION OF 


Although Public Law 23, Eighty-second Congress, has operated to 
reduce the amount of underwriting to be done, there remains a sub- 
stantial volume of applications to be processed. These applications 
are for the renewal of term insurance, for conversion of insurance from 
term to permanent plans of insurance, and for policy changes. 

The volume of work remaining can be reduced still further by 
«doption of improved methods and procedures. Specific recommenda- 


tions for underwriting operations are presented in the following sub- 
sections. 


43). Ag lopt a numerical system of « valuating unde rivriting risks 
Commercial insurance companies are using successfully a numerical 
point-rating system in the evaluation of underwriting risks. Not only 
has this decreased the time required for evaluation but also it has 
improved the uniformity of results by providing an organized guide 
for the application of personal judgment to the factors ‘involved. 
Because of the limited underwriting considerations involved in the 
insurance program of Veterans Administration, such a device should 
have equal applicability and should be equally beneficial. It is recom- 
mended that this possibility be studied by the underwriting service to 
develop a practical application for Veterans Administration. 
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(2) Make renewals of term insurance automatic 


By making the renewal of term policies automatic, Veterans Admin- 
istration can avoid a considerable amount of confusion and lapsing of 
policies. Under this proposal, the Underwriting Division would issue 
new policies as of the renewal date at the premium rate for the at- 
tained age of the insured. These new policies would be canceled only 
upon advice from the insured or his failure to pay premiums. This 
positive method of handling renewals should prevent delays and re- 
duce some of the detail now involved in effecting renewals. It is a 
practice followed by many private insurance companies. 


(3) Se parate processing of renewals from applications for con- 
versions and changes in policies 


Policy renewals are simpler to process than are applications for con- 
versions and changes in policies. These different tvpes of applic: 
tions can be sorted | quickly and routed to two different groups of ap- 
provers. The more difficult cases can be sent to the more experienced, 
better-qualified approvers. The large volume of routine applic ations 
for renewal of term insurance can be processed readily by less-expe- 
rienced approvers. This arrangement should improve service to 
policyholders. The spec ialization of approvers by types of applica- 
tion should increase production and thus reduce costs. 


(4) Revise application forms to eliminate work sheet for underwrit- 
ing action 
The present application forms and work sheets make it necessary 
to copy much of the information from one to the other. By condens- 
ing the items on the application form which are duplic ated on the 
work sheet, enough space can be provided on the application for work 


space needed by the underwriters. 

This combination of forms would eliminate the copying and veri- 
fying of a great deal of material. It also would minimize possibility 
of making ‘clerical errors as well as facilitate service and reduce the 
cost of processing applications. 

(5) Adopt a documentary type of insurance policy 


The present insurance policy used by the Veterans Administration 
is expensive and costly to handle. It is printed on a 19- by 16-inch 
form folded vertically to make the dimensions 914 by 16 inches. It is 
stored in this form before it is issued. When imprinted with the 
policyholder’s name, it has to be folded by hs ond one horizontally 
and twice vertically—to form the folded policy 314 by 8 inches. 

A legal-size documentary type of policy whic h folds at the top to 
form a four-page unit 8% by 14 inches would be more suitable. Such 
a form is similar to the group-insurance certificates issued by most 
commercial life companies. 

Adoption of the documentary style of policy form will make it 
ec to insert variable data when writing the policy. This should 
be done by typewriter rather than by the present method. The docu- 
mentary style of policy will also permit the use of folding and mail- 
ing machines. Were the policyholder’s address included with his 
name, it would be possible to insert the folded policy form into a win- 
dow envelope, thus eliminating the present practice of typing and 
checking a separate address ecard for insertion into the mailing 
envelope. 
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(6) Eliminate return of United States Government life-insurance 
policies for change in beneficiary 

The requirement of returning United States Government life-in- 
surance policies to Washington to effect a change in beneficiary is an 
outmoded insurance practice that is expensive and a source of annoy- 
ance to the policyholder. 

Changes in beneficiary on national service life-insurance policies 
are handled by making a carbon copy or photocopy of the original 
signed change request form and sending this copy to the policyholder 
for attachment to his policy. This is the practice now used by most 
commercial life-insurance companies. It is recommended that this 
Losey be adopted for United States Government life-insurance 
policies 


(7) FR ore the number of requests for photocopies of premium-record 
cards 

The Underwriting Division now obtains photocopies of complete 
preminm-record cards by means of a printed request form. The 
photocopies are made in the Premium-Accounting Section and deliv- 
—o to the Underwriting Division. This method 1s far more econom- 

cal than the old method of making complete copies of the premrum 
edie card by hand, because this was a time-consuming, expensive 
process that was subject to errors. 

The photocopy method eliminates errors in copying but has the un- 
desirable feature of leaving the interpretation of the premium-record 
cards to the clerks of the Underwriting Division. Actually, the pre- 
mium-accounts clerks are better qualified to make such interpretation. 

A complete copy of the premium-record card is often not necessary 
for underwriting. Frequently, only a single piece of information is 


needed. This could be obtained readily by means of a request form 
which provides space for the needed information. With such a form, 
the premium-accounts clerk would need only to make a simple entry 
on the form and return it to the Underwriting Division. 


(8) Accelerate the proce Ssing of corres ponde nce 

Correspondence on underwriting subjects can be accelerated by the 
use of dictating equipment. Some district offices are using dictating 
equipment effectively ; others make little or no use of such equipment. 
The type of work is such, however, that the use of dictating equip- 
ment should be extended to facilitate the Division correspondence and 
reduce its cost. 

Underwriting form letters and standard paragraphs also can be 
extended to accelerate correspondence. Well-written form letters 
and standard paragraphs can be helpful in improving the reader’s 
understanding. Time required for preparation of answers to veter- 
ans’ letters can be reduced, to the benefit of operating costs. 


6. INSURANCE-CLAIMS OPERATIONS INVOLVE MEDICAL AND LEGAL 
CONSIDERATIONS 


Much of the work of the Insurance Claims Division involves medical 
and legal considerations in the settlement of both disability-insurance 
claims and death claims. Clerical functions are of lesser inportance. 
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The following recommendations should be adopted to improve 
operations : 


(1) Place greater emphasis on medical considerations in the develop- 
ment of claims 

Disability is largely a medical question, and medical questions " 
the disability cases should be decided by doctors. Although legal 
members of the claims organization have acquired some knowledge | : 
meas ine, they are not as well qualified as doctors to judge the medica 
factors in disability-insurance claims eases and insurance death ¢ ee 
which involve disability considerations. Claims attorneys should 
confine their attention to questions of law, regulation, and policy. 
(2) Improve performance of junior legal members 

Junior legal members of the Insurance Claims Division are now 
responsible for developing and recommending decisions on disability- 
insurance claims cases. Their work is reviewed by senior legal mem- 
bers. In an excessively high percentage of cases, senior legal mem- 
bers request changes which require rewriting. Such rewriting in- 
creases costs and delays final disposition of the case. 

A program of training is needed to improve the performance of 
junior legal members so that little rewriting is necessary. When 
this is accomplished, the ratio between the number of junior legal 
members and senior legal members can be increased. 

(3) Reduce the frequency of case reviews 

A large part of the work of disability claims adjudicators is con- 
cerned with the review of cases that have been granted disability in- 
come and/or waiver of premium. Observation indicated that some 
of these cases were being reviewed too soon after the original awards 
were made. 

At the time a case is decided, the doctors on the insurance claims 
staff should indicate the probable duration of the total disability 
and the time for review should be set accordingly. This practice 
should reduce the number of cases to be reviewed each day and the 
over-all workload of the Division. 

( h) Reduce the number of fie ld decisions reviewed in central office 

Currently, the Disability Insurance Claims Service at central office 
reviews all disability insurance award decisions made in the district 
offices. The review of 100 percent of all such decisions appears to be 
unwarranted. The percentage of decisions reviewed can be reduced 
substantially without jeopardy to desirable uniformity. 

Any indication of unsatisfactory trends in decisions should be fol- 
lowed by a more detailed check and corrective instructions to the 
Insurance Claims Division responsible. 


(5) Revise insurance claims work standards 


Sound work standards are needed in the insurance claims operation 
to enable supervisors to judge the productivity and efficiency of in- 
dividuals and of the entire Division. Present standards for de 'velop- 
ment of new claims and for review of award cases should be restudied 
and revised on the basis of modern work measurements. 
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(6) Accelerate settlement of insurance death claims 

With the return of insurance death claim settlements to the Insur- 
ance Department, the Department should establish a program to ac- 
celerate these settlements. Once the new Death Claims Section is 
established, it should keep a record of the length of time required to 
take each major step in the settlement and attempt to shorten those 
steps that appear to be taking an unreasonable length of time. 

The dnsurance Department will have to secure the cooperation of 
the Claims Department so that photocopies of the documents required 
in settling the insurance death claims are delivered promptly. 


7. THE NEW MEPUODS AND STANDARDS ORGANIZATIONS CAN MAKE SUB 
STANTIAL CONTRIBUTION TO REDUCTIONS IN OPERATING COSTS AND IM- 
PROVEMENTS IN SERVICE TO POLICYHOLDERS 


The new Methods and Standards Service in the central office and 
the corresponding divisions in the insurance centers have been recom- 
mended to provide greater emphasis on and attention to improve- 
ment in service and reduction in cost. The degree to which these 
objectives are attained will be dependent upon the extent of coopera- 
tion developed between the methods and standards groups and the 
other services of the Insurance Department. 

It is important, therefore, that the Methods and Standards Service 
undertake the task of improving methods and procedures with a clear 
understanding that it is a staff organization and that no authority to 
change operations is vested in the function assigned to it. The fune- 
tion of the service is threefold: To deve ‘lop a program of study to meet 
the needs of the insurance operation, to sell that program to other 
services and to develop and install improved methods and procedures 
as authorized by the services in cooperation with service personnel. 

It is equally important that the other services recognize the need 
and opportunity to improve methods and procedures and that they 
receive and consider suggested changes with an open and objective 
mind. 

The development of the methods and standards program is pri- 
marily the responsibility of the Methods and Standards Service. 
However, this should not preclude the suggestion of projects by other 
services. On the contrary, they should m: ake known their needs and 
enlist the assistance of the Methods and Standards Service by re- 
questing specific studies. The final determination of the projects 
to be undertaken is the responsibility of the respective services having 
a ee for direction of the functions being performed. 

The Assistant Administrator can contribute greatly to the success 
of this work by giving it strong support and by encouraging the co- 
operation whic ‘h is so essential to such a program. 

The recommendations discussed in the following paragraphs fur- 
ther outline the manner in which this work should be undertaken. 


( 1) Establish a program and schedule of projects 


The methods and standards executives should develop a well- 
rounded program of projects which they believe offer opportunities 
for improvement. This program should be submitted to the execu- 
tives of the other services involved, and a schedule of approved projects 
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should be determined jointly. A suggested list of major projects 
which offer such opportunities is shown following. 
1. Development of accurate work standards for: 
(1) Premium accounting activities 
(2) Underwriting activities 
(8) Insurance settlements 
(4) Budget and finanee operations : 
(5) Administrative and supply activities 
(6) Personnel work 
2. Motion analysis and time study of the premium accounting operations. 


38. Development of detailed procedures for posting of premium accounts as 
recommended. 


4. Development of methods for leveling workload in premium accounting and 
collection. 


5. Development of improved tub file equipment for premium accounts clerks. 


6. Study of application of punched-card accounting for billing and posting of 
premium records. 

7. Development of cycle billing procedures for insurance accounts. 

8. Development of controls for reducing use of photocopies. 

9. Design of new policy form and development. of procedures for issuing, fold- 
ing, and mailing policies from insurance centers. 

10. Review and analysis of all forms used in the Insurance Department with 
the objective of simplification, consolidation, and elimination of unnecessary 
forms. 


(2) Provide adequate controls for methods and standards projects 

Projects approved for study should be assigned to the Methods and 
Standards Divisions in selected insurance centers. Methods and 
Standards Service in central office should guide the work and should 
establish adequate controls over the progress of projects so assigned. 

A Gantt-type progress chart should be established for each project. 
Attached to the chart should be a statement containing the name and 
number of the project, its objective, and the origination date. The 
name of the originator also should be included, together with the date 
started, estimated completion date, the insurance center to which it 
was assigned, and the names of the men working on it. Estimated 
potenti: al savings and other advantages also should be included. A 
record of the time spent on the project should be maintained and the 
progress chart posted as the work progresses. 

Details of the study and target dates for the completion of the vari- 
ous phases of the study should ‘be worked out with the insurance center 
executives who are concerned with the project. Once established, the 
dates should be taken seriously and every effort made to complete the 
work on schedule. 

A review should be made on all projects each month and a status 
report prepared by the Methods and Standards Service for the As- 
sistant Administrator of the Insurance Department. 

A summary report should be written on each completed project. 
The report should provide an analysis of results achieved and project 
costs compared with original estimates of savings and costs. 


(3) Guide pilot tests of major method and procedure changes 


In the development of new methods and procedures there will be a 
number of instances in which pilot tests should be made to check and 
evaluate various aspects of the proposed changes. Some of these tests 
will involve the use of new or modified equipment and machines. 

All such tests should be guided by the methods and standards execu- 
tives in cooperation with the line operating executives. Tests should 
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be conducted under controlled conditions to assure accurate data and 
sound conclusions. 

Major changes in methods and procedures should not be generally 
adopted until pilot tests have been made. When pilot tests prove 
favorable, a general installation can be made. This testing proce- 
dure will minimize the chance of cestly and embarrassing mistakes. 

4) Inaugurate a periodic review of all insurance forms 

Methods and standards executives should inaugurate a periodic 
review of all insurance forms. Some of this work can be done in con- 
nection with the methods and procedures studies discussed in the pre- 
ceding sections. All forms should be reviewed at least once every 3 
years. These reviews should be aimed at eliminating unnecessary 
forms, combining others and improving the format of those that are 
continued. 


(5) Keep informed on all equipment which might be applicable to 
insurance operations 


Methods and standards personnel should be well informed about all 
types of mechanical equipment that might have application to in- 
surance operations. This will involve: 

1. Keeping in contact with manufacturers of machines and equip- 
= 

Establishing an interchange of information with other insurance 
or ganizations by cor respondence and personal visits. 

3. Recognizing the possible application of mechanization in connec- 
then with methods study and looking for standard machines that might 
be used or modified for the task, or determining whether a special 
machine can be developed for the purpose. 

The organization should be particularly alert to such new develop- 
ments in the electronic field. 


(6) Develop a program to improve office facilities and working con- 
ditions 

With few exceptions, the offices observed during this survey were 
poorly lighted, generally noisy, and inadequately ventilated. Some 
were located in buildings that did not provide large enough work 
areas to facilitate straight-line flow of the work. 

Insurance opet rations are detailed and involve interrelated clerical 
operations. These operations are most easily processed in large open 
working areas, such as found in the Philadelphia district office. In 
recent years there has been a tendency for many commercial life in- 
surance companies to move out of the city into nearby suburban areas 
to obtain a horizontal type of building construction. This is better 
suited to insurance clerical operations than is vertical office building 
construction. 

As a part of the methods and equipment improvement activities, 
the methods and standards executives should develop a program of 
improvement of facilities and working conditions. The objective of 
this program should be to provide: 

1. Sound lay-outs of the insurance offices with adequate working 
space for each employee. 

Adequate ventilation; air conditioning in those localities which 
warrant the use of such equipment. 
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Modern lighting with 40 to 50 foot-candles of shadowless light 
in all areas where detailed clerical operations are performed to mini- 
aa eyestrain and errors and to increase production. 

Acoustical material for controlling the level of noise in the offices 
se acceptable levels and segregation of particularly noisy operations 
and machines. 

Bright and cheerful offices properly cleaned, painted, and dec- 
orated. 

Offices do not have to be elaborate, unusual, or fancy, but should be 
orderly and conducive to good work habits. The dingy offices, typi- 
cally those in the Munitions Building, should be improved just as 
SOOn as possible. 


Ss. ADMINISTRATIVE OPERATIONS IN INSURANCE CENTERS PROVIDE LIMITED 
OPPORTUNITY FOR MAJOR COST REDUCTIONS 


Administrative operations in the insurance centers are relatively 
simple and afford little opportunity for major cost reductions. Care- 
ful supervision of these activities should provide continued efficient 
operations. 

Although opportunities for savings are limited, detailed methods 
and standard studies of administrative operations should be made 
after similar work is completed in other areas of the Insurance De- 
partment where potential cost reductions are greater 

The following suggestions for improving administrative operations 
are offered. 


(1) Discontinue insurance locator file in central office 
An important saving can be made in the insurance files operation 


now the responsibility of Contact and Administrative Service in the 
central office. 

When the consolidation of district offices into three insurance 
centers has been completed, the present insurance locator file can be 
discontinued, ‘The need for such a file becomes negligible because 
insurance folders should be readily located directly at the centers 

vithout the necessity of making a check at a central point. 

Discontinuance of the central file is-estimated to make possible an 
annual saving of approximately $150,000 in salaries alone. Addi- 
tional savings in space costs, equipment, and supplies also would be 
available. 


(2) Allow supply officers greater latitude in selection of sources of 
supply 
Permitting supply officers to select outside vendors as a source of 
supply when their price is lower than the price of the mandatory 
Government source will save money. Under present regulations, 
supply officers have no ¢ choice unless the item is needed on an emer- 
gency basis and is back-ordered at the supply depot. Local purchases 
at lower cost should have the further advantage of putting pressure 
on centralized procurement for lower prices. 
fo) Allow the sup ply officer to approve requisitions for sup plic 8 at 
other than ve gular issue dates 
The supply officer is in the best position to determine whether the 


privilege of requisitioning supplies at other than at the established 
time is being abused. Continued abuse can be reported to the admin- 
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istrative division chief, but it is not necessary for him or the insurance 
center manager to approve each requisition. The practice has been 
to have the district office manager approve these. 
(4) Discontinue auditing supply vouchers in the Supply Section 
The Supply Section’s function should be considered complete when 
it has placed an order for materials or services and these have been 
received. The Budget and Finance Division should be responsible 
for auditing the voucher by comparison with authorizing documents 
and receiving reports. The duplicate audit now performed by the 
Supply Section is unnecessary and should be discontinued. 


9. MANY CLERICAL OPERATIONS ARE INCLUDED IN BUDGET AND FINANCE 
FUNCTIONS 


Accounting, auditing, payroll, and beneficiary payment activities of 
the Budget and Finance Division all involve many clerical operations. 
These offer a number of opportunities for cost reductions. Recom- 
mendations for improvements of the Budget and Finance Division 
operations are presented in the following sections: 


(7) Pre pare ope rating statements for all major areas of re sponsibility 


Operating statements, prepared and issued for each major area 
under the control of a responsible executive, will make possible the 
valuation of the executive's performance. Budgets and accounting 
records should be maintained in accordance with organizational re- 
sponsibilities so that the results of each operation may be determined 
and reported on that basis. 


(2) Establish comple te budge ts foreach Ope rating unit 


Budgets should include all of the costs of operating each unit. In 
addition to the amount needed for salaries and traveling expenses, the 
budget should include amounts needed for equipment, supplies, and 
repairs. 

This budgeting should be integrated with the accounting system so 
that comparison may be made readily between budget amounts and 
actual expenditures. 


(2) Nubmit budge t and finance re port monthly to the central off ee 


The monthly report should include financial data on all organiza- 
tional elements in the insurance center. Finance divisions of the 
district offices currently issue a semimonthly report. This report adds 
to the work of the division while serving no useful purpose for control 
and hence should be discontinued. 


{ 4) Crevte a single set of accounting records for budge tary, gene ral, 
and erost accounts 


To eliminate the double and sometimes triple recording of the same 
data, a single set of accounting ledgers and records should be developed 
from which accounting, budget, and cost statements can be prepared. 
Proper use of control and subsidiary ledgers would permit the prepa- 
ration of the required reports from ledger trial balances. In fact. 
by arranging the report forms in the same order as the ledgers, it is 
possible to use the original draft of the reports as the trial balance at 
the end of the month. 
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There should be recorded in this set of accounts not only the cash 
transactions, as at present, but also accruals for materials received 
but for which vouchers have not been audited, cost of inventory items 
used and cost of services provided by one unit and used by another. 
Payroll costs should be analyzed at the time of the preparation of 
the payroll and distributed to expense accounts as required for budget 
and cost purposes. 

(5) Modify payroll practice to reduce costs 

Present practice provides for payment of all employees every other 
week and on the same day. Ina bias field station, this practice creates 
peak workloads in the payroll section. To correct th’s situation, the 
employees should be divided into two approximately equal groups and 

ach group paid in alternate weeks. If the station is unusually large, 
it may be desirable to stagger paydays within each week to level the 
workload further. This should enable the Employees Accounts Sec- 
tion to operate with fewer employees. 

(G) Limit the amount of auditing done on records 

The auditing and reauditing of records is a time-consuming and 
wasteful procedure. Once an audit of a record has been made and 
rechecked, there sholud be no further auditing of the old entries on the 
record. The last entry audited should be noted on the record, and 
any future audits should be limited to those entries not previously 
checked. Innumerable successive audits cannot produce results in 
recoveries and prevention of overpayments commensurate with the 
cost. 


) Reimburse agent-cashier petty cash fund only when necessary 

"The present practice of reimbursing the agent-cashiers’ petty cash 
fund weekly, often for small amounts of money, is needless.. It is a 
waste of time for the finance officer and one of his executives to audit 
the petty cash fund every week. 

Reimbursement of the agent-cashier’s s petty cash fund only when 
necessary will save time and keep the operation in compliance with 
Treasury Department regulations. An audit of the petty cash fund 
made monthly should be adequate for good control. 

(8) Make estimates on petty cash purchases once each month 

Currently, the Supply Division must estimate obligations to be 
incurred through petty cash purchases each week. This practice also 
makes it necessary for Budget and Finance Division executives to obli- 
gate the aThotrneidt and to adjust the unused portion of the obligation 
once each week. 

By placing the estimates on a monthly basis, the work involved 
would be reduced to one-fourth of its present volume. A monthly esti- 
mate would be adequate for budget purposes. 


(9) Include a special notification form with the first and last checks 
sent to payees 

A great deal of correspondence with beneficiaries is generated by 
the beginning and termination of payments sent to a payee under an 
award. This often occurs even though the beneficiary has been noti- 
fied of the terms of the award. Prefer: ably, an arrangement should 
be made with the Tre males Department to include a “special: notice 
with the first and last checks. If such arrangements cannot be made, 
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the insurance center should send a special notification to reach the 
beneficiary on, or just prior to, the day that the checks are delivered. 








10. INSURANCE DEPARTMENT PERSONNEL OPERATIONS SHOULD 
DUCTED IN 





BE CON- 
ACCORDANCE WITH ESTABLISHED POLICIES AND PRACTICES 












Personnel operations within the new Insurance Department should 
follow the general pattern adopted for the entire Veterans Adminis- 
tration. Recommendations pertaining to personnel operations are in- 
cluded in volume III of this report. 

With the establishment of a personnel organization in the central 
office of the Insurance Department, the assistant for personnel should 
be responsible for review of insurance position classification. This 
work now requires the time of from one to two persons in the present 
central office personnel organization. Presumably, an equivalent 
amount of time will be required for the function in the Insurance 
Department. 

The preceding chapters of this report have presented the nature and 
scope of the Veterans Administration life-insurance activities together 
with policy, organization, and operation considerations and recom- 
mendations. The following and last chapter of this report provides a 
schedule for the installation of the recommendations. 


















VII. SCHEDULE OF INSTALLATION 















To obtain the benefits of the program proposed for the Insurance 
Department, it is necessary that the recomme nds ations on policy, 
ization, and operations be installed promptly. Any delay in the in- 
stallation of the program will postpone the savings and other benefits 
dependent upon adoption of the recommendations. 

The steps to be taken within the Insurance Department need to be 
timed properly and coordinated with the broad installation schedule 
for the entire Veterans Administration. Like this program, the instal- 
lation se a for the Insurance Department should provide for five 
phases covering a period of approximately 11 months. The five phases 
of the install: ati on are summarized below. 

Phase 1—preliminary preparation.—This should include review and 
discussion of the report with key executives in the Insurance Depart- 
ment, the selection and indoctrination of the cor utmental installation 
officer, and the determination of recommendations to be included in 
the program of installation. 

Phase 11—installation planning.—During this phase of the installa- 
tion selections of executives to staff the new organization should be 
made; new or modified positions classified; space, facilities, and per- 
sonnel requirements determined ; and new or revised methods and pro- 
cedures developed as required. 

Phase I11—central office reorganization.—Changes in central offic "e 
organization and operation pl. inned in phase II shoul d be effe: 
during this phase of the work. This should include tr: 
office operations to the field stations. 

Phase 1V—tield office reorganization —This shoul; l involve the im- 
plementation of the planned changes in organization and operation of 


field stations, and any pilot or test applications of new procedures and 
methods of operation. 
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Phase V—operational follow-up.—A review of the installation to 
assure completeness and to develop any changes or modifications which 
experience indicates are advisable should complete the installation. 

Details of the proposed program of installation are included in the 
following sections. 

1, PRELIMINARY PREPARATION 


The Assistant Administrator of the Insurance Department should 
be assigned responsibility for directing and controlling the installa- 
tion of recommendations within the Insurance Department in accord- 
ance with the master schedule, 

In turn, the Assistant Administrator should appoint an installation 
officer for the department to maintain liaison with the installation 
coordinator on the Administrator's staff. The duties of the installa- 
tion officer with regard to the internal installation within the Insur- 
ance Department should be similar to those that the installation 
coordinator has for the entire installation. This would include devel- 
opment of staffing patterns, personnel requirements, procedural 
changes, facilities requirements, and control over the various installa- 
tion projec ts. 

In selection of the installation officer for the Insurance Department 
consideration should be given to assigning the duties of this position 
to the Director of the Methods and Standards Service. Normal fune- 
tions of this central office position parallel in part those of the installa- 
tion officer. Furthermore, the requirements for both positions are 
similar, and some activities started as a part of the installation work 
will need to be continued as a regular part of Methods and Standards 
Service operations. 

After the installation officer is selected, decisions should be made 
concerning the specific recommendations to be included in the instal- 
lation. At this point meetings should be held with key insurance 
executives in central office and field stations to present the proposed 
organization and operational changes. 


2. INSTALLATION PLANNING 


The detailed steps to be taken in phase II in planning for the 
installation are presented below: 

(1) Select and appoint individuals for each key position. The 
abilities and personal characteristics of the present incumbents of 
key positions shall be reviewed carefully to determine capacity to 
fulfill added or revised responsibilities and adaptability to the new 
management philosophy of operating under a decentralized plan of 
organization with line and staff functions clearly segregated. 

(2) Make known to the entire Insurance Department personne! 
the moves to be made in key positions and the individuals to be 
appointed to key positions. 

(5) Organize the activities of the assistant for personnel so that 
he may assist in the revision of job descriptions and classifications 
required by the installation. 

(+) Revise position dese riptions of all key jobs in the Insurance 
Department as required by the recommended organizational changes ; 
classify these according to Civil Service Commission regulations. 
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(5) Prepare revised organization charts and manual pages for 
MEC-4. 

(6) Establish the Methods and Standards Service so that it may 
assist in development of new procedures required by the installation 
and dissolve Field Operations Service. 

(7) Develop revisions of procedures where this is necessary. 

(8) Determine, obtain, and prepare lay-outs for physical facilities 
required by the Insurance Department to place the recommendations 
in effect. 

(9) Hold a series of discussion meetings in both the central office 
and the insurance centers to assure that the key executives have a 
complete understanding of the manner of operating under the new 
plan. 

(10) Place responsibility with each executive to effect the installa- 
tion of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Insurance Department whose assistance is needed in the installation of 
operating recommendations. 


3. CENTRAL OFFICE REORGANIZATION 


Once the planning has been completed for the Insurance Depart- 
ment installation program, steps should be taken to put the program 
into operation. The following sections indicate the major actions 
required. 

(1) Transfer insurance death claims from dependents and bene- 
ficiaries claims to the Insurance Department: Three major steps are 
necessary in the transfer of insurance death claims settlements from 
the Dependents and Beneficiaries Claims Service and divisions to the 
Insurance Department. The first of these, the development of pro- 
cedures to provide for the flow of information and other necessary 
data to the Insurance Department, is included in phase IT. 

Phase IIT should include the organization of the Insurance Claims 
Service in the central office and the insurance claims divisions in the 
insurance centers and transfer of responsibility for settlement of in- 
surance death claims to these organization elements. Both insurance 
claims and dependents’ claims organizations should remain located 
in the insurance centers during this period. 

The third step should be deferred until phase TV of the installation. 
It involves the transfer of the dependents claims divisions from the 
insurance centers to claims centers. 

(2) Organize the Budget and Finance Service: This step involves 
selecting and appointing subordinate executives and organizing and 
staffing the sections. It also includes the transfer of the fund book- 
keeping from the Actuarial Service to the Budget and Finance Serv- 
ice and transfer of ledgers, accounts, and records from the Budget 
Department and the Finance Department. 

(3) Organize the activities of the Administrative Services As- 
sistant. 

(4) Dissolve Special Insurance Projects Service Organization. The 
operations of this special organization are scheduled to be completed 
by July 1952. When completed, the organization should be dissolved 
and responsibility for dividend payments transferred to the insur- 
ance centers. 


25735—_52——_47 
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(5) Realine organizations of actuarial, insurance accounts, insur- 
ance claims, and underwriting services in Central Office on staff basis. 

(6) Develop clear statements of policies as recommended in chap- 
ter II and plans to implement them. 


4. FIELD OFFICE REORGANIZATION 


Installation work in the insurance centers is of two types, the es- 
tablishment of revised organizational responsibilities and the improve- 
ment of procedures. The sequence of installation is indicated below. 
(1) Complete consolidation of insurance centers at St. Paul and 
Dallas. 
(2) Install the recommended organization plan for insurance 
centers at Philadelphia, St. Paul, and Dallas. 
1. Make insurance-center manager directly responsible to the 
Assistant Administrator for Insurance. 
. Establish Methods and Standards Division. 
. Consolidate Budget and Finance Division operations. 
(1) Transfer Collections Unit from Premium Accounting 
Division. 
(2) Transfer insurance-voucher audit from Operations 
Sevan and Audit Section. 
(3) Transfer budget functions from Administrative Di- 
vision. 
Establish the Administrative Division. 
(1) Transfer publication procurement from Mail and 
Service Section to Supply Section. 
(2) Transfer supply functions from Administrative Sec- 
tion of Insurance Service and dissolve this section. 
5. Complete Insurance Accounts Organization. 
1) Transfer actuarial clerks from Operations Review and 
Audit Section. 
Transfer lay approvers in Underwriting Division from Medi- 
cal Section to Issue and Change Section. 
(3) Transfer policy-issue functions to Underwriting Division in 
insurance centers. 
(4) Transfer dividend work to Insurance Accounts Division in in- 
surance centers. 
(5) Decentralize United States Government life-insurance accounts 
to the insurance centers. 
(6) Transfer remaining Central Office national service life insur- 
ance accounts to Philadelphia Insurance Center. 
(7) Install operations recommendations. 
These are listed below under the organizational functions involved. 


PREMIUM ACCOUNTING 


. Persuade policyholders to pay premiums quarterly, semi- Start first month. 
annually or annually. 
. Simplify the recording and auditing of premium records. Do. 
3. Establish sound work standards for premium-accounting Do. 
operations, 
4. Expand use of mechanical equipment Do. 
5. Discontinue practice of making small interest charges on Do. 
late payment of premiums. 
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PREMIUM ACCOUNTING—continued 


6. Assign premium-accounts clerks to new-account groups Start first month. 
at least once a year. 
Adopt a uniform practice of forwarding posting media Do. 
on a continuing basis. 
y COMIN tS SPECS Tite ois i sce ne... Do. 
. Provide adequate protection for loan agreements___~_~- Do. 
. Minimize transfer of insurance records between centers_ Do. 
Adopt means of leveling premium-accounting workload. Start second month. 
. Establish a continuing program to inform policyholders Do. 
of the proper way to pay premiums. 
Simplify monthly billing operations._._-___-_-.___----~- Start third month. 
. Discontinue the use of premium receipts ; Do. 
Adopt a cycle plan for the preparation of premium Do. 
notices. 
Investigate need for checking premium notices with Do. 
premium-record cards. 


UNDERWRITING 


Adopt a numerical system of evaluating underwriting Start first month. 
risks. 
. Make renewals of term insurance automatic Do. 
Separate processing of renewals from applications for Do. 
conversions and changes in policies. 
. Revise application forms to eliminate work sheet for Do. 
underwriting action. 
Adopt a documentary type of insurance policy Do. 
Reduce the number of requests for photocopies of Do. 
premium-record cards. 
. Accelerate the processing of correspondence__________-_ Do. 
. Eliminate return of United States Government life- Start second month. 
insurance policies for change in beneficiary. 


INSURANCE CLAIMS 


Place greater emphasis on medical considerations in Start first month. 
the development of claims. 

Improve performance of junior legal members___-----~ Do. 

Reduce the frequency of case reviews Do. 

Accelerate settlement of insurance death claims_______ Do. 

Revise insurance-claims work standards Start second month. 


METHODS AND STANDARDS 


Establish a program and schedule of projects____-_- - Start first month. 
Provide adequate controls for methods and standards Do. 
projects. 
Guide pilot tests of major method and procedure Do. 
changes. 
. Inaugurate a periodic review of all insurance forms____ Do. 
5. Keep informed on all equipment which might be ap- Do. 
plicable to insurance operations. 
Develop a program to improve office facilities and Do. 
working conditions. 


ADMINISTRATIVE 


Allow supply officers greater latitude in selection of Do. 
sources of supply. 
Allow the supply officer to approve requisitions for Do. 
supplies at other than regular issue dates. 
Discontinue auditing supply vouchers in the Supply Do. 
Section. 
Discontinue insurance-locator file in central office Start second month. 
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BUDGET AND FINANCE 
. Prepare operating statements for all major areas of Start first month. 
responsibility. 
Establish complete budgets for each operating unit___- Do. 
Submit budget and finance report monthly to the Do. 
central office. 
. Create a single set of accounting records for budgetary, Do. 
general, and cost accounts. 
5. Modify payroll practice to reduce costs_______------_- Do. 
>. Limit the amount of auditing done on records________- Start second month, 
7. Reimburse agent-cashier’s petty-cash fund only when Do. 
necessary. 
5. Make estimates on petty-cash purchases once each Do. 
month. 


Include a special notification form with the first and Do. 
last checks sent to payees. 


5. OPERATIONAL FOLLOW-UP 


After the recommendations:have been placed in effect or action has 
been initiated on long-term projects, the complete installation should 
be reviewed to determine the advisability of modification or alteration 
of any of the recommended changes. - 

The recommendations discussed in this volume, when placed in 
effect, will result in improved insurance service to veterans and in a 
greatly reduced cost of operating the insurance program. The re- 
sponsibility for the conduct of the insurance program will be placed 
squarely on the shoulders of the Assistant Administrator for Insur- 
ance. He will have full authority over all of the operating and man- 
agement functions required in connection with the operation of the 
program. He will have both direct control over the activities of the 
insurance centers and administrative authority over all of the staff 
services which supplement the technical insurance operations. 

With control over all organizational units involved in insurance 
operations, he is in a position to build an effective team, to develop a 
much-needed spirit of cooperation, and to improve the morale of the 
entire organization. 

The favorable effect of such factors as sound organization, co- 
operative effort, teamwork, and employee morale upon the quality 
of service and the cost of operation cannot be measured in units of 
time or dollars of savings. Nevertheless, the impact is great and the 
effect far reaching. 

Clear segregation of staff and operating functions will place greater 
emphasis on the planning of the program and operations and on the 
determination of sound, progressive policies, both prerequisite to 
efficient operation. 

Provision in the organization for concentrated and continuous study 
of methods and procedures, for establishment of standards of per- 
formance, and for stimulation of new ideas will have a direct effect 
on both service and cost. 

Decentralization of operating activities now performed in central 
office and their integration with other operations in insurance centers 
will facilitate such operations, with consequent improvement in 
service and reduction in cost. 

Consolidation of field operations into three insurance centers will 
reduce costs substantially. Each unit will be of sufficient size to war- 
rant application of operating methods and equipment which could 
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not be supported by smaller operations. In this respect, consolida- 
tion of operations will result in improved service as well as in reduced 
cost. 

Accomplishment of the many specific procedural and operating 
changes discussed in this volume will contribute further to service 
and cost improvement. 

Accomplishment of these improvements, if supported by a virile 
program to improve relations with policyholders and to keep them 
informed of the progress being made, will do much to correct erroneous 
impressions concerning insurance programs and unwarranted criti- 
cism of the operations. 

In the end, liowever, the improved service to the veteran will be 
the most convincing evidence of the soundness of the organizational 
and operational recommendations offered in this volume. 
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CLAIMS PROGRAM 


ForREWORD 


This volume of the report presents a discussion of the organization 
and operation of the claims program with recommendations for 
strengthening the organization structure, reducing operating costs, 
and improving service. 

There are seven chapters in this volume. The first is devoted to a 
brief discussion of the claims program and the kinds of benefits it 
provides to veterans and dependents of deceased veterans. It also 
points up the scope of the program in terms of cost and personnel. 

A discussion and appraisal of the major operating policies govern- 
ing the claims program are included in chapter II. The present basic 
organization structure is presented in chapter III, which also includes 
recommendations for improvement. Chapters IV and V similarly 
cover the supplementary organization patterns in the central office 
and in field offices. 

Claims operations, as now conducted, are reviewed in chapter VI, 
with recommendations for their improvement. The last chapter pre- 
sents a schedule for installation of major recommendations in this 
volume. 

The claims program with its attendant benefit payments is the most 
costly of all Veterans Administration programs. The appropriation 
for benefit payments for the fiscal year 1952 is in excess of $2,000,- ‘ 
000,000. This money will be paid out to the more than 3,000,000 vet 
erans and dependents granted awards under the claims program. 

\dministrative expenses alone will be just under $29,000,000 during 
the fiscal year 1952. This amount includes only salaries and traveling 
expense of the employees charged directly to the Claims Department, 
who numbered 5,848 on December 31, 1951. Similar expenses for the 
many employees in the auxiliary services serving the claims organiza- 
tion are not included, nor are the costs of supplies, equipment, facili- 
ties, communications, and other similar expenses, because the account- 
ing system does not detail them. Consequently, the total administra- 
tive cost of the claims program cannot be stated accurately. 

The claims operation involves an enormous amount of correspond- 
ence in development of the evidence required in connection with each 
claims case. The volume of correspondence is augmented by letters 
of inquiry about individual claims cases received from claimants, their 
representatives, Congressmen, and others. 

The responsibility for claims operations is currently divided be- 
tween the Assistant Administrator for Claims and regional- and 
district-office managers. The Assistant Administrator has direct re- 

sponsibility for policy formulation and planning for the entire claims 
program and for operations in central office. Regional-office and 
district-office managers are responsible administratively for claims 
operations in the field. Their control over operations is limited, how- 
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ever, because of the great importance of the technical aspects of the 
claims program which are specified and guided from the central office. 
This division of responsibility is undesirable because, as a result, 
neither the field-office manager nor the Assistant Administrator has 
full control of claims operations. 

Control of the auxiliary eyg tag which support claims activities 
both in the central office and in field offices is not placed with the 
Assistant Administrator for C Seine but with other Assistant Admin- 
istrators who are in charge of these services. Specifically, they are 
the Assistant Administrators for Personnel, Finance, Contact, and 
Administrative services, and Construction, Supply, and Real Estate. 
The division of organization direction results in endless effort to coor- 
dinate the staff service activities with program operations with con- 
comitant delays or no action at all. 

With the present Veterans Administration organization structure, 
the Assistant Administrator does not have complete responsibility 
for the administration of the entire claims program and its supporting 
aC IEN. Furthermore, he does not have the authority or the man- 
agement tools required to discharge such a respons sibility. 

“The recommendations contained in this volume have been based on 
considerations of the nature and scope of the claims program, its 
present organization structure, and the changes that are necessary. 
The more important of these recommendations, grouped in three 
classes—organization, operating, and policy—are summarized below : 


1. ORGANIZATION RECOMMENDATIONS 


(1) Place all claims operations under the direction of the Assistant 
Administrator for Claims.—This will eliminate the divided responsi- 
bility for the program that now exists. 

(2) Transfer re sponsibility for settlement of insurance death claims 
to the Assistant Administrator for Insurance.—This will place opera- 
tions of a similar nature under common direction. 

(3) Consolidate field operations at 10 claims centers—This will 
bring all claims operations together in a limited number of locations 
where operating costs can be minimized and uniformity of adjudica- 
tion maintained with less difficulty than in the 75 field stations at 
which claims are now adjudicated. 

(4) Assign responsibility and authority for auxiliary services in 
the Claims Department to the Assistant Administrator for Claims. — 
This will provide the Assistant Administrator with authority and re- 
sponsibility for the complete claims operation. 

(5) Add a claims operations manager to the central-office staff — 
Such an executive is needed to provide closer direction and supervision 
of the operations of the claims centers. 

(6) Consolidate Claims Statistics Service with budget and finance 
functions.—This service already has responsibility for the claims 
budgets and with the addition of accounting operations can become 
the Budget and Finance Service for claims. 


2. OPERATING RECOMMENDATIONS 


(1) Extend practice of independent rating of claims cases by Rat- 
ing Board members.—Independent rating of cases by the members of 
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a Rating Board provides sounder results than the method of having 
one member rate a case and two others review his findings. 

(2) Develop a better under standing of Claims Department require- 
ments by the Department of Medicine and Surgery.—There is lack of 
understanding of the mutual problems involved in physical examina- 
tions for rating purposes. Improved working relationships and serv- 
ice to veterans would result from correction of this situation. 

(3) Obtain a change in law affecting claims filed in hospitals.— 
Some unnecessary claims and physical examinations can be eliminated 
by making the effective date of a claim filed in a hospital the date the 
veteran enters the hospital. 

(4) Obtain.a change in the law to permit less frequent payment of 
compensation to veterans with low disability ratings—More than half 
of all disabled veterans have ratings of 20 percent or less. Savings 
of $1,000,000 or more annually can ‘De made by making compensation 
payments to those veterans on a quarterly basis. 

(5) Re quire Claims Division chiefs to resolve De pendents Pension 
Board disagreements.—Currently, a considerable number of these 
cases are sent to the central office for decision. 

(6) Improve corre sponde nee and extend the use of dictating equip- 
ment.—W ith the great volume of correspondence, it is important that 
letters be written in clear, simple, understandable language. It is 
equally important to reduce the cost of this correspondence. 


POLICY RECOMMENDATIONS 


(1) Develop comple te cooperation with the Department of Medicine 
and Surgery.—This is necessary to secure the full support of the n - 


tors in making examinations according to standards established i 
accordance with claims-adjudication requirements. 

(2) Continue to adjudicate claims of Veterans Administration em- 
ployees in the central office and add to these the claims of ace redited 
re prese ntatives of veterans’ service organizations.—This is necessar y 
to obtain complete objectiv itv in the adjudication of these cases. 

(3) Adopt a policy of making a random sam ple of running award 
cases to determine whether recipient of the benefit is still entitled under 
the laws.—To discourage fraud, checks of this kind are needed to sup- 
plement the investigations now made in cases which arouse suspicion. 

When these recommendations, together with other minor recom- 
mendations discussed in this volume, are properly put into effect, the 
operating costs of the Claims Department will be reduced and the 
quality of adjudication will be improved. 

Establishment of the 10 claims centers should make a high degree 
of objectivity and uniformity in adjudication more readily attainable, 
thus assuring equality of treatment for all claimants. 

The proposed organization structure for the Claims Department 
assigns full responsibility for the entire claims operation, including 
the supporting auxiliary services, to the Assistant Administrator for 
Claims. He will have the authority and the necessary tools of 
management to fulfill his responsibility. He will be in a position 
to develop a higher degree of teamwork and to achieve coordination 
of all elements that make up the claims organization. Under effective 
and aggressive leadership of the Assistant Administrator, the impact 
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on the cost of operation and the quality of service can be impressive 
and far reaching. 

Savings in operating costs available through effective implementa- 
tion of proposed recommendations are considerable. Establishment of 
the 10 claims centers will reduce costs by $2,000,000, at least. Im- 
provement in operating methods and other minor recommendations 
will add to the total savings, which should be in excess of $4,000,000. 

One of the most important benefits of the recommended program 
for claims is the separation of policy formulation from operations 
and the strengthening of the line executive’s position in the claims 
centers. Although a strong link with central office must be main- 
tained for the technical medical-legal phases of the claims operation, 
the claims-center managers will be in a far better position than ever be- 
fore to direct and control the administrative phases of their field-office 
operations. 

The greatest problem facing claims executives is to overcome long- 
established habits of thinking and feeling about the claims opera- 
tion. Since it is the oldest of the benefit programs for veterans, it is 
only natural that habits are deep-seated and that vested interests in 
the present situation have become firmly entrenched. Successful 
operation of the claims program under the proposed plan of inte- 
grated organization will require considerable modification of these 
conditions and attitudes. 


I. Tue NATURE AND Score or THE CLAtMs ProGram 


The claims program involves the adjudication of claims for pay- 
ments of compensation, pensions, and allowances for special housing, 
automotive conveyances, and burial expense. This oldest and most 
costly of all programs administered by the Veterans Administration 
stems from the first Federal pensions promised by the Continental 
Congress in 1776 to participants in the Revolutionary War. From 
this small beginning, the claims program has grown to its present 
magnitude encompassing an annual expenditure of over $2,000,000,000, 
more than half of the entire 1952 appropriation for Veterans Admin- 
istration. 

This first chapter of this volume deals with the gratuitous benefits 
available to disabled veterans and the dependents of deceased veterans 
and the scope of this extensive and expensive program. This infor- 
mation is essential to an understanding of the problems of organiza- 
tion and operation discussed in subsequent chapters. 


1. THE NATURE OF THE CLAIMS PROGRAM 


Pensions for the relief of disabled and aged soldiers, a major part 
of today’s claims program, are traceable back to colonial days when 
the Virginia Colony enacted the first pension law in America. This 
law never became effective because England failed to ratify it. Asa 
consequence, the Plymouth Colony has the distinction of enacting the 
first effective pension law in 1636, 

The Continental Congress, on August 26, 1776, promised to pay 
pensions to those who served in the Revolutionary War. Although 
Congress retained authority over the size of pensions, subsequent acts 
authorized the President of the United States to administer approved 
pensions. President Washington delegated this responsibility to the 
Secretary of War. 
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For a 5-year period beginning in 1828, the Secretary of the Treas- 
ury administered the pension laws in connection with the Revolution- 
ary War. A congressional enactment of 1833 returned the adminis- 

tration of pension 1 laws to the Secretary of War through the creation 
of the position of Commissioner cf Pensions. 

A Bureau of Pensions was included in the Interior Department 
when that organization was established in 1849. This Bureau re- 
mained in the Interior Department until 1930, when it was trans- 
ferred to and became a part of the newly created Veterans Adminis- 
tration. 

In addition to pensions, the claims program, today, provides other 
benefits, most of recent origin. Current claims benefits are: 

(1) Compensation for service-connected disabilities 
(2) Pensions for non-service-connected disabilities 
(3) Automobiles or other conveyances 

(4) Special housing 

(5) Compensation for service-connected death 


(6) Pension for non-service-connected death 
(7) Reimbursement of burial expenses 


Throughout the years and the wars in which the United States has 
been engaged, the Congress has passed many laws and amendments 
establishing the basis for eligibility and the amount of pension or 
compensation to be paid to veterans and their dependents. The fol- 
lowing paragraphs provide a summary of benefits currently available 
to eligible veterans and dependents of deceased veterans. 
Compensation is paid for service-connected disabilities 

Veterans who have become disabled as a result of disease, gunshot 
wounds or other injuries experienced during or aggravated by active 
service in the Armed Forces and in line of duty are eligible for monthly 
cash payments which are now called compensation. Eligibility, how- 
ever, is also dependent upon the veteran’s having received his dis- 
charge under other than dishonorable conditions. 

The amount of compensation available varies from $15 per month 
for 10 percent disability to $150 for total disability. Disabilities are 
rated in 10 percent steps with a $15 increase in compensation for each 
additional 10 percent of rated disability. Additional amounts are 
payable for specific conditions such as multiple amputations and 
blindness. Statutory rates in these cases vary up to $360 per month. 
If a veteran is 50 percent disabled and has a wife, children, or depend- 
ent parents, he is also eligible for added compensation. 

These rates are for cases arising out of periods of war which are 
defined in the statutes. Peacetime rates are established at 80 percent 
of the wartime rates for similar disabilities and conditions. 

Pensions are paid for non-service-connected disabilities 

The Congress has provided these cash benefit payments for veterans 
who become permanently and totally disabled even though the dis- 
ability has not connection with the veteran’s service in the Armed 
Forces. To be eligible, the veteran has to have been on active duty 
at least 90 days unless he was discharged sooner because of a service- 
connected disability. A further point of eligibility is that the veteran 
must have been dischar ged under other than dishonor able conditions. 

The pension rate is $60 a month but this is increased to $72 when 
the veteran reaches the age of 65 or has received a pension for 10 years 
continuously. If the veteran is so disabled that he has to have a 
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regular attendant, the amount of the pension is increased to $120 
monthly. 

Unlike compensation payments, there are income limitations on 
eligibility for pensions. If a single veteran’s annual income is $1,000, 
he is ineligible for a pension. The i income limitation is $2,500 if the 
veteran has a wife or minor children. 

These meg rates and conditions are applicable to veterans of 
World Wars I and II and veterans who have served on and after 
June 27, 1950. The conditions and rates for veterans of previous 
wars vary in minor details. 

Special automobiles 

Special automobiles or other conveyances are provided for veterans 
of World War II and those veterans who served on and after June 
27, 1950, who have specified disabilities. Such veterans are eligible 
for financial assistance to cover the cost of an automobile or other 
conveyance including any special features or appliances added to 
make it possible for him to operate the vehicle. The upper limit for 
such assistance is $1,600. 

Grants for Spe cial housing 

Grants for special housing are provided to veterans with certain 
service-connected disabilities. ‘The maximum allowed is 50 percent 
of the cost of a suitably equipped house together with the land, o1 
$10,000, whichever is lower. To be eligible for such a grant, the vet- 
eran must be entitled to compensation for permanent and total dis- 
ability due to loss of, or loss of use of, both lower extremities resulting 
from specified injuries or diseases and must be unable to move about 
without the use of braces, crutches, canes, or a wheel chair. 


The preceding sections have indicated the benefits provided living 
veterans by the claims program. The following paragraphs outline 
the benefits of the claims program that are : available to dependents of 
deceased veterans. 


Compensation is paid for service-connected death 

These payments are made to unremarried widows, unmarried chil- 
dren under the age of 18 years, and dependent parents. The age limit 
for children is extended to 21 years if they are attending a school 
approved by the Veterans Administration. However, these depend- 
ents are eligible for compensation only if the veteran’s death was due 
to disease or injury incurred in line of duty. If the veteran has died 
after discharge from the service, the discharge has to have been other 
than under dishonorable conditions. 

The following table presents the compensation rates for wartime 
cases of service-connected deaths. 


Compensation payments for service-connected death Monthly 
payment 


(1) Widow with no child acer SULLA. ; S75 
(2) Widow with 1 child____ i ‘ Pte 105 
For each additional child. si i at ae ne 2h 
(3) No widow, 1 child 
(4) No widow, 2 children- 
(5) No widow, 3 children_ y 
For each additional child____ 
(6) One parent. -_- 
(7) Two parents, each 


Notre.— Rates for peacetime cases are 80 percent of these rates. 
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Pensions are provided for non-service-connected deaths 

Payments are made to unremarried widows and to unmarried chil- 
dren under 18 unless they are attending a school approved by the Vet- 
erans Administration. In these cases, the age limit is raised to 21. 
Generally, eligibiltiy factors for World War I veterans include dis- 
charge under other than dishonorable conditions, 90 days’ or more 
service unless discharged sooner because of a disability incurred in 
service in line of duty, or at time of death was receiving or entitled 
to receive compensation, pension, or retirement pay for service-con- 
nected disability. 

The pension payments are stated in the following table. 


Pension payments for non-service-connected death Monthly 

payment 

Widow, no child__-____- oa Se awe 2 $42. 00 
Widow, 1 child_ wis . 5 7 i 2 D4. 0O 
For each additional child_ pened scence eee re ‘ 6. OO 

No widow, 1 child____-~~- a ein ee a 21. 60 
No widow, 2 children____ ais : ede 32. 40 


- Dams 
, 


No widow, 3 children__- e . 438.20 
For each additional child____ ; at tees 4. SO 


Bases of eligibility and payment rates for Worl 1 War IT veterans 
and those of wars previous to World War I vary slightly from those 
for World War I veterans. 

There are income limitations on eligibility for these pensions just 
as there are on pensions paid living veterans. Pensions are not pay- 
able to a widow without a minor child or to a minor child whose annual 
income exceeds $1,000. Neither are they payable to a widow with a 
child or to two or more children whose annual income exceeds $2,500. 
Reimbursement of burial ex PENSE 

Reimbursement of burial expense for deceased wartime veterans 
discharged under conditions other than dishonorable is made to the 
eee ‘who paid such expenses. The maximum payment, however, 

$150. Reimbursement is also made in the case of peacetime veter- 
ans who were receiving compensation at the time of death or who were 
discharged or retired for disability incurred in line of duty. 

Burial flags 


surial flags are provided to drape the deceased veteran’s casket and 
are presented to the next of kin after burial. The basis of eligibility 
is discharged under conditions other than dishonorable with service 
during a period of war, or a complete enlistment, or discharge for dis- 
ability incurred in line of duty. 

In connection with these benefits for living veterans and dependents 
of deceased veterans, the claims organization performs three basic 
functions : 

(1) It gets the facts. 

(2) It judges the validity of the claim on the basis of the known 
facts. 

(3) It makes awards or disallowances on the basis of the ad- 
judication. 

Information concerning dates and length of service, conditions of 
discharge and in-service medical records is obtained from the various 
branches of the service. If these records are not available, the claims 

25735—52-—48 
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organization seeks out the officers and friends of the veteran who may 
be able to furnish essential information for adjudication of the case. 

In the case of living veterans, facts about present physical condi- 
tion and disability are obtained through physical examinations made 
by Veterans Administration doctors. 

When all the available information has been assembled, qualified 
members of the claims organization determine whether the disability 
is service-connected or not and the degree of disability. These de- 
terminations establish the amount of the benefit to be authorized. De- 
pendents’ cases do not involve determination of the degree of disabil- 
ity but frequently require decision on service connection. 

Veterans’ claims are adjudicated in the central office at Washing- 
ton and in the 70 Veterans Administration regional offices and cen- 
ters, four of which are located outside of continental United States at 
Juneau, Alaska; Honolulu, T. H.; San Juan, P. R.; and Manila, 
Philippines. 

Dependents’ and beneficiaries’ claims are adjudicated at central 
office in Washington and at five district offices. 


2. THE SCOPE OF THE CLAIMS PROGRAM 


Both the number of claims and the benefit payments have grown 
tremendously since the start of World War II. The trend in the 
number of claims and disbursements from 1900 to the present is shown 
in exhibit I. At the end of fiscal year 1951 payments were being made 
in the behalf of 3,056,178 living and deceased veterans under the 
claims program. Of these, 2,373,577, or 78 percent, were living vet- 
erans, and the remainder of 682,601, or 22 percent, were deceased 
veterans. The dependents of these deceased veterans receiving pay- 
ments numbered 1,012,297. In 1952, $2,172,230,000 was appropriated 
for benefit payments. These were divided between living veterans 
and dependents on an approximate 75-25 percent basis. 

The administrative expense of the claims program, which expanded 
rapidly from 1943 through 1947, has declined during the last 5 years. 
The rise and decline of claims salary expense is shown in exhibit IT, 
following exhibit I. The appropriation for salaries and expenses for 
the fiscal year 1952 is just under $29 million. This is approxi- 
mately 1.3 percent of claims benefit appropriations and seven tenths 
of 1 percent of the total Veterans Administration appropriations for 
the year. 

This appropriation covers the salaries of claims personnel and 
travel expenses. It does not represent the total cost of claims opera- 
tion. Excluded are salaries of employees of auxiliary staff services 
which are essential to the claims administration, such as finance, per- 
sonnel, administrative services and supply. Expenses exclude the cost 
of telephone, telegraph, postage, oflice supplies and equipment, main- 
tenance, rent and other similar items. The accounting records of 
Veterans Administration are not maintained in such a way as to make 
the complete cost of administering the claims program obtainable. 

The number of employees in the claims organization has followed 
the same pattern followed by salaries, as shown on exhibit IT. At the 
end of June 1951, there were 6,425 employees engaged directly in the 
claims program; of these, 989 were located in the central office and 
the remaining 5,436 were located in regional offices, district offices and 
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centers. By December 31, 1951, the total number of claims employees 
had declined to 5,848. 

Not only is the claims program the oldest and largest of the pro- 
grams administered by Veterans Administration but it is probably 
the most permanent. Even though no new benefits were granted, 
it would take many years to discharge the obligations already under- 
taken. The last pensioner of the War of 1812 did not die until 1905 
and the last dependent of a deceased veteran of that war until 1946. 
There are still 21 dependents of veterans of the Mexican War on the 
rolls. Currently, 70 percent of the living veterans receiving pensions 
and compensation served in World War II. The last of these obliga- 
tions will probably not be ‘met for more than a hundred years. 

This brief summary of the kind and amount of benefits included 
in the claims program and the three basic functions of the claims or- 
ganization has been presented to provide an understanding of the 
discussions which follow. 

In the next chapter the major policies under which the claims 
program operates are discussed, together with recommendations con- 
cerning them. 

II. Poticy Consiperations 


The Veterans Administration and the executives responsible for the 
administration of the claims program have limited latitude for policy 
determination. Not only has the Congress established the objectives 
of the program, but also it has determined most of the basic policies 
by which the claims operation is governed. 

In establishing basic policy through legislation, Congress has speci- 
fied eligibility requirements, the conditions to be met and the amount 
of the benefits to be paid to the various classes of veterans and depend- 
ents of deceased veterans. In some instances, Congress has established 
the service connection of some disabilities by legislative enactment. 

Congress, in addition to legislating policy which pertains directly to 
the claims program, also establishes policies for other agencies of the 
Federal Government which affect the operation of the claims program. 
Among these agencies are the Civil Service Commission, the Treasury 
Department, the General Accounting Office and the Bureau of the 
Budget. 

In the administration of the laws under which they operate, these 
agencies also establish policies, rules, and regulations which affect the 
Veterans Administration claims operation. 

Civil Service Commission rules and regulations governing the em- 
ployment and discharge of personnel, salary administration, rating 
and promotion of employees and other personnel actions must be fol- 
lowed strictly. It is not unusual for these rules and regulations to 
prevent action which sound management principles would otherwise 
dictate. 

Rules and regulations of the General Accounting Office and the 
Treasury Department do not greatly affect the claims program directly 
but do influence Veterans Administration finance operations related 
to the payment of claims awards. 

Established rules and regulations governing the compilation of 
budgets preclude the determination of the complete operating costs of 
the claims program, Present practice provides budgets for benefits, 
salaries, and expenses of personnel charged directly to the claims 
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program. The Assistant Administrator for claims is not held re- 
sponsible for the cost of related activities such as personnel, finance, 
xdministrative, and supply services which support the claims program. 

The functional operating policies of assistant administrators for 
personnel, finance, contact, and administrative services, and construc- 
tion, supply, and real estate within the Veterans Administration also 
influence the claims operations. In addition, decisions of the Board 
of Veterans Appeals in appealed cases require consideration in the 
subsequent adjudication of similar cases. 

The Assistant Administrator for Claims must direct the claims pro- 
gram within the limits circumscribed by these policies as well as by 
the laws. It is obvious that the scope of policy decisions open to the 
Assistant Administrator in the administration of the claims program 
therefore is not extensive. 

The fundamental and basie policy which the Claims Department 
follows in the adjudication of claims is that of uniformity in the appli- 
cation of the laws, rules, and regulations so that all claimants in 
similar situations are treated alike. In applying this policy, the 
Claims Department requires adequate physical examinations on which 
to base its judgments. 

Other policies which the present Assistant Administrator for Claims 
and his predecessors have established are discussed in the following 
sections. 


1. VETERANS ADMINISTRATION RESOLVES CASES OF REASONABLE DOUBT IN 
FAVOR OF THE CLAIMANT 


In the adjudication of claims, the Veterans Administration claims 
organization resolves cases of reasonable doubt in favor of the veteran 
or dependent. ‘This policy is in keeping with the nature of the claims 
program and the intent of Congress. Clearly, it is desirable that 
claimants entitled to benefits should receive them even though a few 
claimants not clearly entitled are given awards. 

This policy is carried out with even greater emphasis in prisoner- 
of-war cases because of the frequent complete absence of medical rec- 
ords and other evidence to support the veterans’ claim for service- 
connected disability. Because of the privation and even cruelty that 
these men suffered in enemy prison camps, utmost liberality of adjudi- 
cation consistent with the law is justified. 

Although cases of reasonable doubt are decided in favor of the 
claimants, the Veterans Administration has a corollary policy of re- 
jecting claims in which the claimant is definitely and clearly not en- 
titled to benefits under provisions of the applicable laws. 


2. GENEROUS ASSISTANCE IS PROVIDED CLAIMANTS IN THE DEVELOPMENT OF 
CLAIMS 


In support of the policies of uniformity in adjudication and fair 
treatment for all claimants, the Veterans Administration claims or- 
ganization aggressively seeks and develops evidence necessary for the 
proper adjudic ation of a claim, based on leads provided by the claim- 
ant. If this policy were not pursued, many claimants would fail to 
secure the necessary evidence to support their claims because of in- 
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experience in such matters and because of the lack of the necessary 
knowledge and resources. 

Frequently, considerable ingenuity is required to locate persons who 
knew the claimant while he was in the service and who can furnish 
testimony on the claimant’s medical history where medical records are 
nonexistent or lost. Such testimony of friends is important since it is 
the policy of the Veterans Administration to give proper weight to 
this evidence as well as to the evidence of such medical records as may 
be available. 


3. VETERANS ADMINISTRATION COOPERATES WITH THE WELFARE AGENCIES 


The Dependents and Beneficiaries Claims Service and Divisions 
notify the welfare agencies of the various States of an award of com- 
pensation or pension when the claimant’s file shows that he is receiv- 
ing State welfare benefits. This is done so that the welfare agencies 
may reexamine the entitlement to continued assistance from the 
State. This policy is sound since it does prevent the payment of dou- 
ble benefits from public funds in some instances. 


4. VETERANS ADMINISTRATION DOES NOT PROVIDE FOR PLANNED CHECK OF 
INCOME STATEMENTS 


Pension awards are subject to income limitations for both veterans 
and dependents of deceased veterans. It is the policy of the Veterans 
Administration to limit its investigations of the statements made on 
income to those cases in which information or other evidence is re- 
ceived which indicates that veterans or dependents have understated 
their income or that a widow has remarried. It is reported that less 
than one percent of the cases are checked on this basis. 

Although a complete check of all cases each year would be prohibi- 
tive, a check of a random sample of cases each year would appear ad- 
visable to encourage claimants to adhere to the law. This checking 
should be done in addition to investigations now conducted. Adop- 
tion of a policy to check a small, random sample of all cases is rec- 
ommended. 


5. VETERANS ADMINISTRATION SHOULD EXTEND THE USE OF PERMANENT 
RATINGS 


Although the claims organization limits re-examinations and es- 
tablishes permanent ratings in cases which are considered to be sta- 
bilized medically, greater emphasis should continue to be placed on 
this policy and the use of permanent ratings should be extended 
wherever possible. 

A substantial part of the time of claims personnel is now consumed 
in reviewing claims cases involving running awards to determine 
whether some change in rating is necessary. Frequent case reviews 
also add to the workload of the examining doctors in the Veterans 
Administration. The cost of these frequent reviews seems to be far 
greater than the reductions in amounts of awards resulting from 
them. In view of this, it is believed that use of permanent ratings 
could be extended to advantage. 
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6. RELATIONSHIPS WITH EXAMINING DOCTORS NEED TO BE IMPROVED 


Dectors of the Department of Medicine and Surgery frequently 
consider the physical examinations requested for rating purposes to 
be unnecessary. This is particularly true of hospital staff doctors 
who are treating a veteran for some ailment other than the disability 
involved in the claim for compensation or pension. 

On the other hand, there are instances where the Claims Depart- 
ment has had difficulty in obtaining prompt examinations and in using 
the reports of examinations provided by the Department of Medicine 
and Surgery. 

These situations arise because of lack of adequate understanding of 
the mutual problems involved in examining veterans for claims pur- 
0OSeS. 

Both departments are aware of this real need to develop better 
understanding and to strengthen the working relationship between 
the two. Claims executives need to have a better understanding of 
the doctors’ problems, and likewise the doctors need to understand 
fully the requirements of the claims organization for medical data 
and for prompt and adequate service in developing these data. Poli- 
cies governing the relationships between these two departments need 
clarification and stronger implementation in the interests of improved 
service to veterans. 


7. POLICY OF ADJUDICATING ALL EMPLOYEES’ CLAIMS IN CENTRAL OFFICE 
SHOULD BE EXTENDED TO INCLUDE CLAIMS OF ACCREDITED REPRESENTA- 
TIVES OF VETERANS’ ORGANIZATIONS 


All claims of employees of the Veterans Administration are now 
adjudicated in the central office as a matter of policy. This is done 
to secure more objective treatment of such claims that could be ob- 
tained in regional offices where claimants were known personally to 
those adjudicating the cases. This policy is sound and should be ex- 
tended to include the claims of representatives of veterans’ organiza- 
tions located at regional offices. 

The appraisal of the more important operating policies established 
by the assistant administrator for claims and his predecessors indi- 
cates that most of them are sound and require no modification. Several, 
however, require more aggressive implementation and change to im- 
prove claims operations. Recommendations on these latter policies 
are summarized in the following paragraphs: 

(1) Develop more fully cooperation with the Department of Medi- 
cine and Surgery to secure the full support of the doctors in making 
examinations according to established standards and in accordance 
with claims-adjudication requirements. 

(2) Adjudicate in central office claims of accredited representatives 
of ial ans’ organizations located in regional offices. 

) Adopt a policy of making income checks on a random sample 
of running award cases to determine whether the 1 recipient of the 
benefit is still meeting the requirements of entitlement. 

(4) Extend the use of permanent rating to the full extent practical. 

The Veterans Administration has sound policies for providing serv- 
ice to veterans and the dependents of deceased veterans. The policy 
recommendations, therefore, are concerned with improvement of in- 
ternal operations and with strengthening of relations with doctors who 
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make the physical examinations in connection with claims. Although 
these policies will be helpful, improved internal operations will ‘be 
attained primarily through the organizational changes recommended 
to improve operating efficiency and reduce administrative costs, which 
are discussed in subsequent chapters. 


LIT. Bastc Organization or CLAIMS OPERATIONS 


Under the present organization plan, the responsibility for claims 
operations is divided between the Assistant Administrator for Claims, 
the regional office managers, and the district office managers. ‘The 
Assistant Administrator for Claims is directly responsible to ne 
Deputy Administrator for all claims activities at the central office 
In addition, he has over-all responsibility for the administration of 
the laws pertaining to claims and for the development of policy and 
plans for the entire claims operation. 

Claims activities outside of the central office are under administra- 
tive direction of the regional office managers and the district office 
managers, all directly responsible to the Deputy Administrator. The 
regional office managers direct veterans’ claims operations, and the dis- 
trict office managers direct operations for the claims of dependents 
and beneficiaries of deceased veterans. The Assistant Administrator 
for Claims has only functional responsibility for the technical aspects 
of these claims operations in the field offices. 

With this division responsibility, it is necessary to consider the 
plans of organization of claims activities in the central, regional, 
and district offices in developing organizational recommendations for 
the claims program. The basic features of each of these plans at the 
end of the fiscal year 1951 are presented in the following sections. 


1. BASIC PLAN OF ORGANIZATION—CENTRAL OFFICE 


The pres plan of organization of central office claims operations as 
of June 30, 1951,is shown in exhibit III. The Assistant Administrator 
for C lain selects and appoints, with the approval of the Adminis- 
trator, the five key executives in central office reporting directly to 
him. He is responsible for developing the budget of benefits under the 
claims program, as well as the budget for salaries and expenses of 
both central office and field claims personnel, and for controlling ad- 
ministrative expenditures within appropriation limits. He establishes 
rules and regulations for the handling and adjudication of claims and 
directs the inspection of field operations to assure maintenance of 
standards and consequent attainment of uniformity of adjudication 
results. 

An executive assistant, three directors of services, and the Chairman 
of the Central Committee on Waivers and Forfeitures report directly 
to the Assistant Administrator for Claims. The executive assistant 
acts for the Assistant Administrator in the latter’s absence. The di- 
rectors are responsible for the Veterans Claims Service, the Depend- 
ents and Beneficiaries Claims Service, and the Claims Statistics 
Service. 

In addition to supervising the activities of their respective organi- 
zations at central office, the service directors and the committee chair- 
man provide inspection and functional direction of corresponding 
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Exursir III 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Organization 


TOP MANAGEMENT 
June 1951 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


ASSISTANT 
ADMINISTRATOR 
FOR CLAIMS 


EXECUTIVE 
ASSISTANT 


VETERANS CENTRAL COMMITTEE CLAIMS STATISTICS DEPENDENTS AND 
ON WAIVERS AND A 
CLAIMS SERVICE FORFEITURES SERVICE CLAIMS SERVICE 
DIRECTOR CHAIRMAN DIRECTOR DIRECTOR 


activities in the regional and district offices. They also develop and 
recommend operating policies, standards, plans, and procedures for 


the services and the committees. In these respects they function in a 
technical staff capacity. They also have operating responsibilities in- 
asmuch as they have direct control of the claims operations performed 
in the central office. The major responsibilities of each service are 
indicated in the following sections. 

(1) Veterans Claims Service is responsible for the adjudication 
of the claims of living veterans. In carrying out this basic respon- 
sibility, it— 

1. Prepares disability rating schedules. 

2. Advises regional office claims personnel on _ technical 
problems. 

3. Inspects regional office claims adjudication to see that 
standards are maintained and uniformity is achieved. 

4. Adjudicates veterans’ claims cases under the jurisdiction 
of the central office. 

(2) Dependents and Beneficiaries Claims Service is responsible for 
the adjudication of the claims of dependents of deceased veterans and 
for the settlement of insurance death claims. In carrying out this 
basic responsibility, it— 

1. Advises district office claims personnel on technical problems. 

2. Inspects district office claims adjudications to see that stand- 
ards are maintained and uniformity is achieved. 

3. Adjudicates dependents’ and beneficiaries’ claims cases under 
the jurisdiction of the central office. 

(3) Central Committee on Waivers and Forfeitures is responsible 
for adjudication of all cases in which a veteran is subject to the loss 
of all his rights because of fraud, treason, or related acts. It shares 
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responsibility for handling cases in which veterans or dependents have 
requested that reimbursement of the Veterans Administration for 
overpayments made to them be waived. In the performance of its 
basic function, the committee— 

1. Provides administrative review on cases sent in by the field 
offices and furnishes technical advice to the regional and district 
offices. 

2. Adjudicates all overpayment cases originating in the central 
office and field cases involving more than $500; guides the adjudi- 

‘ation in the field offices of cases involving less than $500. 

3. “Determines questions of forfeitures of rights and benefits 
undee various acts wherein forfeiture of rights and benefits is 
prescribed as a penalty for fraud, misrepresentation, mutiny, 
treason, sabotage, or rendering assistance to an enemy of the 
United States or its allies.” 

(4) Claims Statistics Service is responsible for the accumulation, 
comasilateall and reporting of statistical data on all claims activities. 
In ae its basic responsibility, the Claims Statistics Service— 

Advises field offices on technical problems and provides func- 
tional guidance on statistics to both regional and district offices. 

2. Compiles reports on claims activities. 

3. Assists in preparation of the claims budget. 

4. Prepares cost estimates on proposed legislation pertaining 
to new or changed benefits under the claims program. 


2. BASIC PLAN OF ORGANIZATION—REGIONAL OFFICE 


Claims organizations in regional offices are known as Adjudication 
Divisions. Currently the chief of the Adjudication Division is 1 of 10 
regional office executives reporting directly to the regional office 
manager. This organizational relationship is shown in “exhibit IV. 

The major function of the Adjudication Division is determination 
of entitlement of veterans who have filed claims to compensation, 
pension, or other benefits and of the amount of the benefit to be paid 
under provisions of the laws. It also handles cases of waiver of over- 
payments and provides to other divisions of the regional office infor- 
mation on veterans’ entitlement to benefits. 

The Adjudication Division is primarily concerned with the legal, 
medical, and technical aspects of the adjudication process. It has its 
own stenographic and typing assistance, but all other services such as 
C-folder filing, telephone, mail, supply, payroll, personnel, and pay- 
ments of benefits are performed for it by other regional office 
divisions. 

The adjudication officer _is responsible administratively to the 
regional office manager. He receives technical direction from the 
Veterans Claims Service in the central office. This relationship is 
shown by the dotted lines in exhibit IV. The regional office manager 
is responsible for the service which the Adjudic ation Division pro- 
vides to veterans, but he has no authority over the technical aspects 
of adjudication and the resulting decisions nor does he have any 
responsibility for policy for mulation or planning. 

The adjudic ation officer, likewise, has no responsibility for develop- 
ing policies or plans. His is an operating responsibility to see that 
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the applicable laws and established policies, rules, regulations and 
procedures are followed in processing veterans’ claims. 

Basically, the organization of the ‘Adjudication Division consists of 
one or more operating sections and a Committee on Waivers. A 
brief description of the responsibilities of these organization units 
follows. 

(1) The Committee on Waivers, under the direction of a chairman, 
performs the following functions : 

Examines and decides cases in which a claimant requests 
waiver of overpayments made to him when such overpayments 
do ~ exceed $500. 

Makes recommendations to Central Committe on Waive Ts 
wn Forfeitures on cases of overpayment in excess of $500 and 
on cases of forfeiture. 

(2) Operating sections are responsible for the processing, adjudi- 
cation and recording of veterans’ claims. In performing its basic 
sehen an operating section : 

Develops the evidence nec essary to judge this merit of 
vet ran’s claim. 

Determines whether a veteran’s disability is service-con- 
aia and evaluates the extent of the disability. 

Ascertains whether all legal requirements have been met by 
the claimant. 

t. Authorizes payment of awards or disallowances based on its 
a and decisions. 

. Maintains abstract cards summarizing each claim in the 

regional office files, ¢ canpilon statistical data and prepares re ports. 
(This function is generally assigned to a chief of claims statistics 
in the larger regional offices. ) 


BASIC PLAN OF ORGANIZATION—DISTRICT OFFICES 


Claims organizations in district offices are called claims services and 
are one of two services and four divisions which comprise the district 
office organization structure. This organization plan is shown in 
exhibit IV. 

The major function of the Claims Service is the adjudication of 
claims of dependents of deceased veterans for compensation, pension, 
and other benefits and the settlement of insurance death claims filed by 
beneficiaries of deceased veterans insured under the national service 
life insurance program. It also adjudicates waiver cases arising in 
the district office which involve overpayments that do not exceed $500. 

Like the adjudic ation division of a regional office, the district office 
claims service is fundamentally concerned with the legal, technical, 
and medical considerations involved in the settlement of de »pendents’ 
and beneficiaries’ claims. Although the claims service has its own 
stenographic and typing assistance, all other services which it needs 
are furnished by the Insurance service and the administrative, finance, 
supply, and personnel divisions of the district office. These services 
include the furnishing of data on insurance accounts, XC-folder fil- 
ing, telephone, mail, payroll, benefit payments, supply and personnel 
services. 


Administratively the claims service director is responsible to the 
district office manager. He receives technical direction from the cen- 
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tral office claims organization, principally the Dependents and Bene- 
ficiaries Claims Service. This relationship i is shown by the dotted lines 
in exhibit IV. The district office manager has administrative respon- 
sibility to see that satisfactory service is provided dependents and 
beneficiaries by the claims service. He does not, however, have any 
authority over technical operations nor can he influence decisions of 
adjudication. 

The claims service director is an operating executive without re- 
sponsibility for developing policies or plans. His basic responsibility 
is to see that applicable laws and central office claims policies, rules, 
regulations and procedures are followed in processing the claims of 
dependents and of beneficiaries. 

The organization of the Claims Service consists of a Dependents 
and Beneficiaries Claims Division and a Dependents Pension Board. 
The responsibilities of the Division and the Board are shown below. 

(1) Dependents and Beneficiaries Claims Division is the operat- 
ing organization of the Claims Service. The Division has the follow- 
ing eee: 

Adjudicates claims of dependents of deceased veterans for 
maa pension; accrued benefits due a deceased veteran 
at the time of his death; and reimbursement of burial, funeral and 
tr ans sportation expenses of deceased veterans. 

Settles claims of beneficiaries of deceased veterans insured 
ediien the national service life insurance program. 

Adjudicates requests for waiver of overpayments arising in 
the district office when the overpayment does not exceed $500; 
prepares overpayment cases involving more than $500 and for- 
feiture cases for transmittal to the Central Committee on Waivers 
and Forfeitures. 


(2) The Dependents Pension Board is a rating agency with respon- 
sibility for cases under the original jurisdiction of the district office. 
It decides questions of service connection, line of duty, cause of death, 
helplessness of children, competency and insanity in connection with 
the dependents’ and beneficiaries’ claims. 


4. RECOMMENDED BASIC ORGANIZATION PLAN 


The present plan of organization of the claims operations has fun- 
damental weaknesses which prevent achievement of maximum efli- 
ciency. The current organization structure with its many field sta- 
tions results in administrative costs greater than could be attained 
with a completely integrated and more centralized organization. The 
weaknesses of the present plan together with recommendations for 
correction are discussed in the following paragraphs. 

(1) Place all claims operations under the direction of the Assistant 
Administrator for Claims 

Under the present plan of organization, responsibility for the ad- 
ministration of the claims program is divided among the 70 regional 
office managers, the 5 district office managers and the Assistant Ad- 
ministrator for Claims. This division of responsibility has created 
difficulties in coordination between the central office and field office 
executives. Although service to veterans and dependents does not ap- 
pear to have been adversely affected, the cost of operation is increased 
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because of the field inspections required to assure compliance with 
established policies, rules, regulations and procedures and because of 
administrative talent required to supervise many small, widely 
scattered activities. 

Full responsibility for all claims operations should be assigned to 
the Assistant Administrator for Claims. This can be accomplished 
best by establishing claims centers with managers fully responsible to 
the Assistant Administrator for Claims. 

This recommendation supplements recommendations made in vol- 
ume ITI on the establishment of a Veterans Administration organiza- 
tion with seven completely integrated basic program operations, one 
of which is claims. 

2) Transfer re sponsibility for settlement of insurance death claims 

to the Assistant Administrator for Insurance 


Until 1946 responsibility for the settlement of insurance death 
claims was placed in the insurance program. At that time this activ- 
ity was made part of the claims operations. This transfer was made 
because it was believed that less confusion and faster service would 
result by having the claims organization handle both dependents’ and 
beneficiaries’ claims, since ve ry often the same persons were involved. 

Although there was some merit to this point of view, it overlooks 
the inherent difference between insurance and claims benefits. The 
first are payments under contracts between insured veterans and the 
United States Government while the latter are gratuities paid to vet- 
erans and dependents of deceased veterans under provisions of Federal] 
statutes. Consequently, the approach to settlement of an insurance 
death claim is substantially different from that to adjudication of 
claims for benefits. The use of factual information obtained from 
dependents and beneficiaries in the settlement of both types of claims 
is an internal procedural matter which can be handled in such a man- 
ner as to improve service in both respects. Procedures for accomplish- 
ing this are discussed in chapter VI. 


(3) Consolidate all claims operations into a limited number of field 
stations organized exclusively for claims adjudication 

To make possible the direct control of all claims activities by the 
Assistant Administrator for Claims, it will be advantageous to con- 
solidate all claims operations at a limited number of field locations. 
These field organizations or claims centers should combine the adjudi- 
‘ation divisions of regional offices with the claims services of district 
offices. Consolidation of claims operations in a relatively few claims 
— will be adv antageous in the following respects : 

Uniformity of decisions will be improved.—One of the most 
difficult problems of the claims operation is the maintenance of stand- 
ards of adjudication to assure uniformity of treatment of veterans 
and their dependents. The difficulty of this problem is increased by 
the wide dispersion of claims work in 75 different offices. Concentra- 
tion of these activities in fewer offices would greatly minimize this 
problem, with consequent improvement in the quality of the claims 
work, 

2. Specialization in the handling of various types of ceases can he 
obtained —In most oftices the volume of claims work is not sufficient 
to warrant more than two or three rating boards. Consequently, the 
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men on these boards must handle all types of cases. This detracts 
from desirable uniformity of decisions and lowers the quality of 
service. By concentration of claims work in a few offices with 10 or 
more rating boards, assignment of cases can be made on the basis of 
specialization, with resulting improvement in uniformity of rating. 

3. Objectivity in the consideration of claims will be better pro- 
tected.—The claims program is one of gratuity involving disburse- 
ment of billions of dollars each ye It is only to be expected that 
many pressures are brought to anit upon claims personnel by or- 
ganizations, officials and other interested individuals outside of Vet- 
erans Administration in efforts to influence ratings and decisions. In 
fairness not only to veterans and their dependents but also to the tax- 
payers who provide these funds, adjudication of claims must be done 
objectively and decisions reached on the basis of the facts and merits 
of the case. Concentration of claims adjudication in a few claims 
centers will protect rating boards from many of these local pres- 
sures and provide greater assurance to veterans that fair treatment 
will be accorded to all claimants. 

1. Service to veterans will be improv ed.—Consolidation of veterans’ 
and dependents’ claims operations brings together functions that are 
similar and that require the same approach and point of view in their 
execution. Better supervision and coordination of these activities 
can be obtained at less cost. Consolidation will also eliminate the 
cost and the delay involved in the transfer of claims folders bet ween 
regional and district offices, since all claims for an assigned territory 
would be handled from one office. Service to veterans should be ex- 
pedite d considerab ly as a result. 

D. Utilize ation of “claims pe rsonnel mall be improved. Since many 
of the existing claims operations can support only one, two, or three 
rating boards, there are frequent occasions when boards either are 
not fully occupied or are heavily overloaded, Greater flexibility in 
use of claims personnel is obté Lined in the larger offices. Greater cen- 
tralization of claims activities will result in more effective utilization 
of “rem In turn, this will improve service and decrease costs. 

6. Ac Imi mnistrative costs will be red ced substantially —The cost of 
administering the claims work is greatly increased by the multiplicity 
of locations at which claims are adjudicated. Consolidation of fewer 
locations will substantially reduce administrative costs of supervision, 
staff services, travel, and mail. 

The advantages of further concentration of claims activities dis- 
cussed in the foregoing paragraphs are substantial. The nature of 
the claims work is such that Veterans Administration can and should 
realize these advantages by consolidating claims activities in a rela- 
tively few locations. The individual veteran seldom appears person- 
ally before a rating board. His initial contact is with the contact 
representative, generally in a regional office. Here he is assisted in 
preparing and filing his claim. Subsequent transactions are con- 
ducted almost entirely by mail. If a claimant so desires, he may ap- 
pear personally at a rating-board hearing to present his case. Few 
veterans do this. Generally, where representation is desirable, the 
veteran is represented by an accredited representative of one of the 
veterans’ organizations. In this respect the veterans’ organizations 
are performing an effective service both to the veteran ‘and to the 
Veterans Adminix‘ration. 
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Consolidation of claims work will place the veterans’ organizations 
in a position to enhance these services to the veteran. With repre- 
sentatives at the regional offices to discuss the case with the veteran 
and with representatives at the claims centers to represent the veteran 
at rating-board hearings, veterans’ organizations will be in an even 
stronger position to perform a worth- while service for the veteran. 

The veteran would continue to be examined at the hospital or clinic 
nearest to his home. Results of examinations are now transmitted in 
writing ; so, this will present no new problem. Some increase in com- 
munication expense might be incurred in those cases where additional 
data or explanations are required, but this will be extremely small in 
comparison with the benefits which will result. 

(4) Establish 10 claims centers 

In determining the number, location, and territories of claims cen- 
ters in which Veterans Administration should concentrate claims 
activities four factors required consideration. These were: 

The minimum-size office for economical administration. 
2. Distance of travel and adequacy of transportation. 
3. Balanced current and potential workload. 
4. Availability of competent personnel, adequate housing and 
office space. 

Observations of the administration of offices of various sizes made 
during the survey indicated that an office with approximately 1,000 
employees was sufficiently large to obtain maximum economies of ad- 
ministration. On the basis of this factor alone, claims operations 
should be concentrated in not more than six offices. 

However, consideration of the factors of distance and transporta- 
tion with respect to six offices with balanced workloads indicated 
that several of the territories in the western part of the country would 
be too large geographically for convenient coordination with regional 
offices and hospitals. 

Balanced territories of convenient size can be established for 9, 10, 
or 11 offices. If more than 11 offices were established, most would be 
too small to be economical. On the other hand, less than nine, al- 
though increasing the economies, also increases the difficulty of coordi- 
nation because of the distances involved. 

Ten claims centers are recommended because this number provides 
for fair balance in workload and in office size and for reasonable geo- 
graphical divisions of territories. The location of the recommended 
claims centers, their territories, present workloads as measured by 
running claims cases in file and potential workload measured by dis- 
persion of veteran population are shown on exhibit V. A map of the 
territories is shown as exhibit VI, following exhibit V. 

Two of the centers, Boston and Washington, are minimum offices. 
The transfer of adjudication work now performed in central office 
to the Washington center will bring this operation up to economical 
size. If the workload for the Boston center decreases substantially 
in the future, additional consideration should be given to consolidating 
it with the Brooklyn center. It is anticipated that all of the centers 
except Boston will have from 600 to 800 employees including staff 
service employees required by the operation. 
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ExHIBiIt V 


. 
Veterans Administration claims program—Present and potential workloads for 
recommended claims centers, April 1952 


Percentage of veteran 
population 
Current cases 


Claims center in file 


7 War | World WarI 


Boston Center: 
Maine LL Ee et ee, ee 34, 700 
New Hampshire en aenae Sa weeanasnell 21, 700 | 
Vermont eee ee Stal ook aed 13, 600 
Massachusetts : ; sé : 234, 900 
Rhode Island id cebelas : 62, 000 | 
Connecticut = ‘ . : 93, 200 


Total. -_-_- ; 3 soe ; am 460, 100 | 
Brooklyn Center: New York~..- : aie ane Kaidachtiwe 691, 900 | 


Philadelphia Center: 
New Jersey : oa dakecsiaee a | 190, 300 | 
Pennsylvania. ‘ : ca aabetet 447, 500 
Total ; ae weennncecnrennnesannnrnne| 637, 800 
Washington Center: | 
Delaware ' si ) 10, 900 | 
Maryland - 73, 600 
Washington, D. C f ° =A 65, 800 | 
Virginia oe ; 88, 800 
West Virginia ’ ; hake edi nae 66, 900 
Total ; eHeek! ie 306, 000 | 


Atlanta Center: 
North Carolina.-......--- boda aches dey sicher | 108, 600 | 
South Carolina. —- nid attahiows inkl eee 62, 700 | 
Georgia ~ ee 128, 800 
Alabama... 2 pababics ; 114, 600 
Florida , ae seam 121, 600 | 
Tennessee _ - 4 paccdaneices ; ; deat 122, 400 


ie rt | 


Nee ee Do 


Total ; ae ke aa 658, 700 


Columbus Center: | 
Ohio ee : 339, 200 | 
Michigan pn ee eed 228, 500 
Kentucky. -- oad - eee ae 126. 400 


Total : ‘ ae ; 694, 100 


Chicago Center 
Indiana . 136, 400 
[llinois $0343 345, 100 
Wisconsin 139 200 


Total : 620, 700 


10. 67 


Houston Center 
Mississippi ‘ 80 000 
Lovisiana : 99 600 
Arkansas 80 800 
Oklahoma 100 000 
Texas 302. 600 
New Mexico 27, 400 


Total... 690. 400 
Denver Center: 

Minnesota 133, 000 
Iowa 91, 700 
Missorri 183, 800 
North Dakota 32, 900 
So’ th Dakota 23, 600 
Nebraska 46, 100 
Kansas 56 200 
Montana 26. 500 
W yoming 11 200 
Colorado 60, 300 


——_ ee = a a eS 


Total 7 i ad a : 665, 300 
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Veterans Administration claims program-——Present and potential workloads for 
recommended claims centers, April 1952—Continued 

















Percentage of veteran 
population 
Se Current cases} __ pennies 
Claims center in file ; 
World War | world War I 
Oakland Center: 

Washington ______- ae a wines tie Oho) 96, 700 1. 50 | 1.90 
Oregon. sé a ese ‘J 3 aks taisinta ia 68, 900 1.07 1.31 
California ic aenaseanneeee 468, 000 7. 50 9.10 
Nevada...__-. a a Teasing ae aes 7, 100 .10 18 
Idaho =. “ie A EE! ROA L ; 24, 800 .37 .45 
RS crc ainek alan pits ated tee iae sn siiodh itdins tg ctiieeton avila catelaee 30, 700 47 35 
Pn ee a FO Se ee 34, 200 | . 44 .44 
Total.__..._- ee ere 730, 400 11.45 13.70 





Seven of the locations selected were sites of district offices which 
have now been or will be closed when recommendations contained in 
volume VI, Insurance Program, are effectuated. Office space, good 
transportation, and competent personnel have been available in these 
locations. The remaining three cities are locations in which Veterans 
Administration now has regional offices. 

Consolidation of claims activities in 10 centers will enable Veterans 
Administration to reduce executive personnel substantially, with other 
savings resulting from more effective use of personnel in the larger 
organizations. Additional sav ings in staff service supervisory person- 
nel would bring total annual savings up to an estimated $2,000,000. 


(5) Assign re sponsibility and authority for direction of auxiliary staff 
services required in the Claims Department to the Assistant Ad- 
ministrator for Claims 


Under the present plan of organization, the Assistant Administra- 
tor for Claims has no responsibility for the auxiliary staff services 
associated with the claims operation at central office, regional offices, 
and district offices. These services are the responsibility of other 
Assistant Administrators in the central office and of the managers of 
the regional and district offices. 

The chiefs of the field-oflice divisions which provide administrative, 
finance, supply, and personnel services to the claims organization are 
administratively responsible to the field-station managers. Actually, 
however, they receive technical direction from the Directors and 
Assistant Administrators in charge of these functions in central office. 
This direction is accomplished through the issuance of manuals and 
directives detailing procedures which must be rigidly adhered to; 
through field inspections by these services; through control over 
personnel ceilings, staffing patterns and appointments; and through 
direct personal contact with district office chiefs when questions of 
operation arise. As a result of these management practices, the heads 
of the operating services generally consider that they are responsible 
to their counterparts in central office rather than to the field-station 
managers. 

To provide for effective coordination of staff services with technical] 
effort, it is recommended that responsibility for their operation be 
placed with the Assistant Administrator for Claims. He would then 
have complete control over all activities in a claims center. To imple- 
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ment this recommendation, the staff services in the claims centers 
should be responsible to the claims manager. 

With this organizational arrangement it is necessary to augment 
the central-oflice staff of the Assistant Administrator for Claims. 
He should have on his staff executives specializing in each of the 
staff functions required in the claims center, to advise him concerning 
these functions and to provide guidance and advice to corresponding 
division chiefs in the claims centers. 

Specifically, the Assistant Administrator for Claims should expand 
his central-oflice organization to include an assistant for personnel, 
an assistant for methods and standards, an assistant for administrative 
services, and a Director of the Budget and Finance Service. This 
organizational pattern would prov ide the necessar y technical direction 
of the staff functions represented within the claims department and 
would eliminate the existing direct relationship between field-station 
division chiefs and their counterparts on the staffs of other Assistant 
Administrators. 

Under this plan of organization, the staff departments of the Ad- 
ministrator should develop the broad operating policies to govern the 
staff functions represented throughout the Veterans Administration. 
This will leave the claims executives relatively free to make sound op- 
erating decisions required for efficient management. The manuals 
and directives should generally be developed in cooperation with the 
claims center executives but should be issued by the central-office 
claims-organization staff directors. Elimination of the present type 
of field inspections would be possible since the staff directors of the 
claims department, responsible for compliance with policy, would be 
working closely with the claims-center executives to assure complete 
pe rstanding and to develop improvements as indicated by operating 
‘xperience. 

Determinations of personnel ceilings, tables of organization, ap- 
pointments to key positions, and budgets for the auxiliary staff serv- 
ices as well as for the present operating services should be the respon- 
sibility of the Assistant Administrator for Claims. 

This recommended plan of claims organization follows the organi- 
zational pattern recommended for top management of the Veterans 
Administration presented in volume II on top management. 


(6) Continue the Veterans Claims Service, the Depende nts Claims 
Service, and the Central Committee on Waivers and Forfeitures 
as units of the basic-organization plan 


These central-oflice organization units perform separate and distinct 
functions and should be continued in the basic organization structure. 
Their responsibility, however, should be limited to program planning, 
policy making, and control of quality of adjudication throughout the 
claims department. Direct responsibility for operations in the claims 
centers should be transferred to other executives in charge of oper- 
ations. 

(7) Appoint a claims-operations manager 

To take full responsibility for the management of operations, a 
claims-operations manager should be appointed to direct the work of 
the 10 claims centers and to provide frequent personal supervision of 
claims-center managers who should report directly to him. 
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He should assist the claims-center managers with their administra- 
tive problems and act for them in the central office. He also should 
bring the field point of view to the claims staff service executives at 
the central office. 

(8) Consolidate Claims Statistics Service with Budget and Finance 
Service 

At present, the Claims Statistics Service has responsibility for some 
budget functions as well as for its major statistical function. The 
budget functions properly belong with the Budget and Finance Serv- 
ice. Although the statistical function might possibly be assigned to 
a separate organization unit, much of the work supports budget re- 
quests. Consequently, consolidation of the Claims Statistics Service 
with the Claims Budget t and Finance Service is recommended. 


(9) Adopt the recommended basic plan of organization 


The basic plan of organization for the Claims Department result- 
ing from changes previously recommended is shown in exhibit VII. 


Exutsir VII 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 


TOP MANAGEMENT 
April 1952 


ADMINISTRATOR 
DEPUTY ADMINISTRATOR 


CLAIMS DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


ASSISTANT FOR BUDGET AND fatal sii ie ASSISTANT FOR 
ADMINISTRATIVE FINANCE SERVICE sdaiiaen METHODS AND 
SERVICES DIRECTOR CEOS. STANDARDS 


VETERANS CENTRAL COMMITTEE DEPENDENTS 


c ON WAIVERS AND 
CLAIMS SERVICE FORFEITURES CLAIMS SERVICE 


OIRECTOR CHAIRMAN DIRECTOR 


CLAIMS OPERATIONS 
MANAGER 


Under the recommended plan of or ganization, an Assistant Admin- 
istrator has full responsibility for all claims operations as head of 
the Claims Department. He is responsible directly to the Deputy 
Administrator of Veterans Affairs and through him to the Admin- 
istrator. 
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‘The Assistant Administrator for Claims should be responsible for 
administering all of the laws relating to the claims program. He 
should direct both veterans’ and dependents’ claims operations, to- 
gether with the auxiliary staff services of budget and finance, person- 
nel, administrative services, and methods and standards needed within 
the Claims Department to support the technical activities. He should 
cooperate with other Assistant Administrators and with the Chiefs of 
Staff Services by seeing that all claims operations are conducted in 
compliance with Veterans Administration policies and the rules, reg- 
ulations, and laws that are applicable. These and other major re- 
sponsibilities of the Assistant Administrator are shown as exhibit 
VII-1. 

ExuHisit VII-1 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
Top MANAGEMENT, APRIL 1952 


ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to the claims program. 

2. Forecast facility, personnel, supply, and budget requirements for the claims 
operations. 

3. Formulate and recommend objectives and policies for the claims program. 

4. Develop and recommend a plan of organization for claims operations. 

5. Approve program, plans, and procedures for effective execution of claims 
operations. 

6. Consult with and utilize the services of the functional staff services of the 
Administrator in the development of policies, plans, programs, procedures, and 
standards of performance for the claims program in the training, counseling, and 
guiding of functional staff personnel in the Claims Department and in the ap- 
praisal of results. 

7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

8. Maintains good relations with employees of the Claims Department. 

9. Direct and coordinate claims operations in accordance with established ob- 
jectives, policies, plans, procedures, and organization structure and within ap- 
proved budget limits and existing laws and regulations. 

10. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

11. Keep the Administrator informed concerning current claims operations, re- 
sults, and future plans through established reports and personal meetings. 

12. Establish standards of performance, and evaluate results of the claims 
program. 

13. Keep informed of technical and administrative developments related to 
claims work, and maintain good relations with interested technical and other 
outside groups and with Government representatives and agencies. 


Exursir VII-2 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
Top MANAGEMENT, APRIL 1952 


RESPONSIBILITIES COMMON TO ALL EXECUTIVES REPORTING DIRECTLY TO THE ASSISTANT 
ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply, and budget require- 
ments for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 
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4. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

5. Direct the operation of assigned functions, 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

8. Keep the Assistant Administrator informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

9. Develop standards of performance, and evaluate results of assigned oper- 
ations. 

10. Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and 
other outside groups and governmental agencies, 

The proposed plan of organization provides for three service direc- 
tors, three staff assistants, a chairman of the Central Committee on 
Waivers and Forfeitures and a claims-operations manager, all report- 
ing directly to the Assistant Administrator for Claims. The three 
service directors are responsible for the Veterans Claims, Dependents 
Claims, and Budget, and Finance Services. The three staff assistants 
are the Assistant for Administrative Services, the Assistant for Per- 
sonnel, and the Assistant for Methods and Standards. These execu- 
tives together with the Operations Manager constitute the top-man- 
agement group of the Claims Department in the Central Office. 
Responsibilities common to these executives are shown as exhibit 
VIl-2. Individual responsibilities are discussed in the following 
paragraphs. 

The Assistant for Administrative Services should advise the Assist- 
ant Administrator on all problems concerning administrative services 
in the Claims Department. He should also provide technical guid- 
ance to administrative services executives in the claims centers. He 
should prepare instructional material for manuals and technical bul- 
letins on administrative services which include supply operations of 
the Claims Department. 

The Assistant for Personnel should advise the Assistant Admin- 
istrator on personnel problems and activities in the Claims Depart- 
ment. He should be responsible for personnel administration and 
maintenance of personnel relations. Fle should work with claims 
executives in the development of proper classification and should 
review and inspect position descriptions. He should act as liaison 
with the Central Office Personnel Department in recruitment of per- 
sonnel for Central Office staff and should provide functional direction 
to personnel officers in the claims centers. He should also direct 
and guide the development of training programs. 

The Assistant for Methods and Standards should be responsible 
for guiding the development of new and improved methods and pro- 
cedures as well as the establishment of adequate standards for work 
measurement. He should coordinate publications and issues to the 
claims centers, including manuals concerning claims operations. 

The Chairman of the Central Committee on Waivers and For- 
feitures should retain the responsibility he now has for direction of 
the adjudication of all forfeiture cases and for all waiver of over- 
payment cases that involve amounts in excess of $500. He should con- 
tinue to provide technical guidance to the Committee on Waivers in 
the claims center. 
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The Director of the Veterans Claims Service should be responsible 
for development of policies, plans, and procedures for the adjudication 
of veterans’ claims and for the functional guidance of veterans’ claims 
activities in the claims centers. 

The Director of Dependents Claims Service should be responsible 
for activities concerned with the claims of dependents of deceased 
veterans for compensation, pension, and other death benefits provided 
by law. 

The Director of Budget and Finance Service should be responsible 
for the administration of budget procedures, for the maintenance of 
financial records, and for the compilation of statistics within the 
Claims Department. He should provide functional guidance to the 
budget and finsince officers in the claims centers and act as liaison with 
the Assistant Administrator of Budget and Finance in connection 
with these activities in the claims operation. 

These claims executives direct staff units whose principal responsi- 
bilities are development and interpretation of operating policies, 
planning of the technical and service functions of the claims opera- 
tion, establishment of standards of performance, provision of counsel 
and guidance, and appraisal of operating results for the Assistant 
Administrator. 

The Claims Operations Manager should be responsible for opera- 
tions within the Claims Department. He should direct the activities 
of the claims centers through the claims-center managers who are di- 
rectly responsible to him. 

The organization chart shown in exhibit VIT defines lines of re- 
sponsibility and authority but it should not be construed as indicating 
channels of contact. The proposed plan permits and requires the 
exercise of common sense and good judgment, at all organization 
levels, in determining the best channels of contact necessary for the 
expeditious handling of the work. 

Contacts between units of the organization should be carried out 
in the most direct way. In making such contacts, however, it is the 
duty of each member of the organization to keep his immediate 
superior informed on— 

1. Any matters on which his superior may be held accountable 
by the executive to whom he reports. 
2, Any matters in disagreement or likely to cause controversy 
within or between any units of the organization. 

5. Matters requiring advice by his immediate superior or his 
oe ince in coordination with other units of the organization. 

Any matters involving recommendations for changes in or 
variance from established policies and procedures. 


ADVANTAGES OF THE RECOMMENDED BASIC PLAN OF ORGANIZATION 


The proposed plan of organization will enable the Veterans Ad- 
ministration to prov ide qui lity service to veterans and de ‘pe ndents of 
deceased veterans at less cost and with a greater degree of uniformity 
of treatment. Planning, direction, coordination, and control of claims 
operations will improve as a result of— 

(1) Consolidation of responsibility for all claims operations 
with the Assistant Administrator for Claims. 
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(2) Concentration of operating functions in the claims centers. 

(3) Integration of auxiliary and supporting services with the 
claims operations. 

(4) Consolidation of veterans’ and dependents’ claims opera- 
tions in 10 claims centers. 

(5) Clarification of line and staff responsibilities. 

Cost of operations will be reduced as a result of— 

(1) Concentration of operating functions in the claims centers. 

(2) Reduction of the number of places where claims are ad 
judicated to 10. 

(3) Establishment of an organized methods and standards 
operation for development of sound work standards and eco 
nomical work methods. 

Further improvement in service operations and reduction in cost 
can be obtained by additional changes in supplementary organization 
of both central office and claims centers. These are discussed in 
the following chapters: 


LV. SuprLeMeNTARY PLAN oF ORGANIZATION, CENTRAL OFFICE 


The present basic plan of organization of claims operations was 
discussed in the preceding chapter. The general responsibilities of 
the three service directors and the Chairman of the Central Com- 
mittee on Waivers and Forfeitures reporting to the Assistant Admin- 
istrator for Claims were described. In this chapter the present plans 
of internal organization of each of these services and the committee 
are discussed and recommended changes in organization are outlined. 


1. PRESENT PLAN OF ORGANIZATION, VETERANS CLAIMS SERVICE 


The present plan of organization of the Veterans Claims Service is 
shown onexhibit VIII. The service is supervised by a Director who is 
responsible to the Assistant Administrator for Claims. The Director 
has reporting to him an Assistant Director to whom report the Chair- 
man of the Rating Schedule Board and the Chiefs of the Policy and 
Planning Division, the Administrative Division, the Field Super- 
vision Division, and the Claims Division. 


Exursir VIII 


VETERANS ADMINISTRATION 


ASSISTANT CLAIMS PROGRAM 
ADMINISTRATOR 


FOR CLAIMS Present Plan of Organization 
CENTRAL OFFICE 
VETERANS CLAIMS SERVICE 
June 1951 
VETERANS 
CLAIMS SERVICE 
DIRECTOR 


ASSISTANT 
DIRECTOR 


RATING SCHEDULE POLICY AND ADMINISTRATIVE FIELD SUPERVISION : 
BOARD PLANNING DIVISION DIVISION DIVISION CLAIMS DIVISION 
ese 
CHAIRMAN CHIEF CHIEF CHIEF CHIE 
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(1) The Rating Schedule Board is responsible for preparing and 
revising as necessary the schedule for rating disabilities which is 
ave © #8 compilation of diseases, injuries, and residual conditions 
with descriptive grades of disability for each, to which are assigned 
percentage ratings, from 10 percent to 100 percent in multiples of 
10 percent according to the effect of each upon average earning 
capacity in civil occupation with instructive advice on medic olegal 
aspects of important disabilities.” The Board advises others in the 
Claims Department on the use and application of the schedule for 
rating disabilities. 

The Rating Schedule Board is a small organization unit with a 
total of 14 employees under a Chairman and consequently does not 
require a formal internal organization structure. The staff con- 
sists of medical officers, legal members, and an occupational member. 

(2) The Policy and Pi: inning Division is responsible for develop- 
ing, recommending, and studyi ing the need for revising plans, policies, 
and procedures for all veterans’ claims activities with the exe eption 
of rating schedules, monetary rates, and special compensation. It also 
reviews ‘and comments on proposed legislation in its relation to claims 
activities: it studies new legislation and directives to determine their 
effect on the Veterans Claims Service. No internal organization plan 
is needed by this Division since the entire staff consists of six em- 
ployees. 

(3) The Administrative Division provides standard office services 
to the other divisions of the Veterans Claims Service. These services 
include stenographic, typing, mail, filing, and correspondence on 
veterans’ claim matters of a general nature. The Division is organ- 
ized into three sections—mail and records, correspondence, and steno- 
graphic—each under a chief responsible to the Chief of the Division 
through the Assistant Chief. 

(4) The Field Supervision Division is responsible for providing 
functional supervision of the adjudication activities in the regional 
offices. Through field inspections it audits the veterans’ claims oper- 
ations to detect deviations from established standards and instructs 
the field station personnel in the approved interpretation and appli- 
cation of policies, rules, regulations, and procedures. 

The staff of the Division consists of 16 legal assistants who report 
toa chief. Since the staff is small, the internal organization of the 
division is informal. 

(5) The Claims Division is responsible for the adjudication of all 
veterans’ claims under the jurisdiction of the central office; this in- 
cludes claims of Veterans Administration employees and Spanish- 
American War and Indian War veterans. The work of the division 
is performed by two authorization sections, a central disability board, 
and a stenographic and award typing unit. The board is under the 
direction of a chairman and the sections and unit are under the direc- 
tion of chiefs, each of whom is responsible to the Division Chief 
through the Assistant Chief. The tit of organization of the divi- 
sion is shown in exhibit TX. 

The Central Disability Board is responsible for determination of 
service connection and degree of disability, as are the rating boards 
of the regional offices. The Board is divided into 11 groups, 9 of 
which consist of a legal member and a medical member. Two of the 
groups have a dental member added to raise the membership of these 
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Exuisir IX 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Organization 


CENTRAL OFFICE CLAIMS DIVISION 
June 1951 


VETERANS 
a SERVICE 


IRECTOR 
ASSISTANT DIRECTOR 


CLAIMS DIVISION 
CHIEF 
ASSISTANT 
CHIEF 


AUTHORIZATION AUTHORIZATION STENOGRAPHIC CENTRAL DISABILITY 


AND AWARD 
SECTION #1 SECTION# 2 TYPING UNIT BOARD 


CHIEF CHIEF CHIEF CHAIRMAN 


groups to three. All groups are responsible to the Chairman and 
Vice Chairman of the Board. 

The authorization sections are responsible for determination of the 
basic eligibility of a claimant to compensation, pension, or other 
benefits. ‘These sections assemble the evidence necessary for the evalu- 
ation of claims, determine that the essential legal requirements for 
entitlement are present, authorize payment of awards based on Central 
Disability Board decisions, and develop and certify appeals cases. 

The two authorization sections are each composed of five authoriza- 
tion groups with from five to six adjudicators under the direction 
of attorney reviewers who are responsible to the section chief. Au- 
thorization section No. 1 alone, however, has a control unit for receiv- 
ing, recording, and distributing cases and mail for the two authoriza- 
tion sections. The chief of section No. 1 acts as contact man for both 
sections. Telephone calls of Congressmen, service organization rep- 
resentatives, and others interested in claims under the jurisdiction 
of the Claims Division are referred to him. 

The Stenographic and Award Typing Unit under the direction of 
a chief provides stenographic and typing service to the Claims 
Division. 


2. PRESENT PLAN OF ORGANIZATION—DEPENDENTS AND BENEFICIARIES 
CLAIMS SERVICE 


The present plan of organization of the Dependents and Bene- 
ficiaries Claims Service is shown on exhibit X. This service is headed 
by a Director responsible to the Assistant Administrator for Claims. 
It handles the claims of dependents of deceased veterans for com- 
pensation, pension, and other death benefits and the claims of bene- 
ficiaries of deceased veterans insured under one of the Government life- 
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insurance programs. Reporting to the Director is an Assistant Di- 
rector to whom report the Chairman of the Central Dependents 
Pension Board and the chiefs of the three divisions: Adjudication, 
Administrative, and Standardization. 


Exninir X 
VETERANS ADMINISTRATIUi# 
CLAIMS PROGRAM 


Present Plan of Organization 
CENTRAL OFFICE DEPENDENTS AND 


BENEFICIARIES CLAIMS SERVICE 
June 1951 


ASSISTANT 
ADMINISTRATOR 
FOR CLAIMS 


DEPENDENTS AND 
BENEFICIARIES 
CLAIMS SERVICE 

DIRECTOR 


ASSISTANT 
DIRECTOR 


ADJUDICATION CENTRAL ADMINISTRATIVE STANDARDIZATION 
DEPENDENTS 
DIVISION PENSION BOARD DIVISION DIVISION 


CHIEF CHAIRMAN CHIEF CHIEF 


(1) The Adjudication Division is responsible for receiving and 
processing all claims for compensation, pension, burial allowances 
or accrued benefits, and all insurance death claims under the jurisdic- 
tion of the central office. The work of the Division is performed by 
two adjudication sections, each under a chief who reports to the Chief 
of the Division through the Assistant Chief. 

The plan of organization of the Adjudication Division is shown in 
exhibit XI, following exhibit X. As the chart shows, adjudication 
section No. 1 is composed of five adjudication units, each under a chief 
responsible to the division chief through the assistant chief. Adjud- 
ication section No, 2 has two foreign units and a United States Govern- 
ment life-insurance unit, each under a chief with responsibility to the 
division chief through the assistant division chief. 

Adjudication section No. 1 handles national service life insurance 
death claims and claims of dependents who have domestic residence. 

Adjudication section No, 2 hi uidles claims of dependents of foreign 

residence and United States Government life insurance death clainis. 

(2) The Central Dependents Pension Board performs both oper- 

ating and staff functions. As an operating unit, it serves as a rating 
agency in cases assigned to its jurisdiction on questions of a medical 
and legal character, such as service connection, line of duty, cause of 
death, competency of dependents and beneficiaries, evaluation of dis 
ability, and insanity. Ina staff capacity, the Board develops and ree- 
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Exursir XI 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Organization 
CENTRAL OFFICE 


ADJUDICATION DIVISION 
June 1951 


DEPENDENTS AND 
BENEFICIARIES CLAIMS 
SERVICE DIRECTOR 
ASSISTANT DIRECTOR 


ADJUDICATION 
DIVISION 
CHIEF 


ADJUDICATION 
DIVISION 
ASSISTANT CHIEF 


ADJUDICATION ADJUDICATION 
SECTION# 1 SECTION #2 
CHIEF CHIEF 


ADJUDICATION U. 5. GOVERNMENT 
UNITS (5) a (2) LIFE INSURANCE UNIT 
CHIEFS CHIEF 


ommends plans, policies, and procedures for making ratings in death 
cases. It also provides technical advice and functional supervision 
of dependents pension boards at the district offices. 

(3) The Administrative Division provides administrative services 
for the Dependents and Beneficiaries Service, which include steno- 
graphic, general correspondence, and mail services, supply, and per- 
sonnel liaison. The division has three sections—personnel, supply, 
and stenographic—each under a chief who is responsible to the Divi- 
sion Chief through the Assistant Chief. 

(4) The Ste indardization Division is responsible for the preparation 
and revision of all policies, regulations, and procedures covering ad- 
judication of claims under the jurisdiction of the service but excluding 
dependents pension board actions. The division exercises staff super- 
vision over dependents’ and beneficiaries’ claims adjudication activi- 
ties in both the field offices and the central office. It also acts as a 
review agency for cases referred to it for opinion. The work of the 
Division is divided among three sections—regulations, procedures, 
and field operations. Each is under the direction of a chief who is 
responsible to the Standardization Division Chief through the Assist- 
ant Chief. 

The Regulations Section prepares and revises all regulations and 
regulatory technical bulletins dealing with death claims activities. 
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The regulations are basically interpretations of law and established 
policy. 

The Procedures Section prepares manuals, technical bulletins, and 
information bulletins on death claims activities. It also prepares and 
revises the forms, the form letters, and the correspondence manual; 
coordinates proposed issue with others; and performs the liaison func- 
tions for printing and distributing the issues which it prepares. 

The Field Operations Section is responsible for the functional 
supervision of dependents’ and beneficiaries’ claims operations in the 
district offices. In carrying out its broad function, the section makes 
annual inspections of the claims services in the district offices, spot- 
checks ratings made in the field, and makes administrative reviews of 
cases submitted by or requested from the district offices. 


PRESENT PLAN OF ORGANIZATION—CENTRAL COMMITTEE ON WAIVERS 
AND FORFEITURES 


The present plan of organization of the Central Committee on 
Waivers and Forfeitures is shown on exhibit XII. The Committee is 
headed by a Chairman who is responsible to the Assistant Adminis- 
trator for Claims. Reporting to the Chairman are two alternate 
chairmen, each in charge of a board, and a docket clerk, who is respon- 
sible for the small Mail and Records Section. 


ExurtsitT XII 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Organization 
CENTRAL COMMITTEE ON WAIVERS 
AND FORFEITURES 


Jane 1951 


ASSISTANT 
ADMINISTRATOR 
FOR CLAIMS 


CENTRAL COMMITTEE 
ON WAIVERS AND 
FORFEITURES 
CHAIRMAN 


BOARD! MAIL AND RECORDS BOARD I! 
ALTERNATE SECTION ALTERNATE 
CHAIRMAN DOCKET CLERK CHAIRMAN 


Both boards perform the same function of adjudicating forfeiture 
cases and overpayment cases under central office jurisdiction and field 
cases involving more than $500. They review all appealed waiver and 
forfeiture cases before these are sent to the Board of Appeals and all 
cases on which administrative review is requested. 

The Mail and Records Section provides mail, case control, and filing 
service for the committee. 





778 | MANAGEMENT SURVEY OF YETERANS ADMINISTRATION 
4. PRESENT PLAN OF ORGANIZATION—CLAIMS STATISTICS SERVICE 


The present plan of organization of the Claims Statistics Service 
is shown on exhibit XIII. This service is headed by a director who 
is responsible to the Assistant Administrator for Claims. Reporting 
to the director is an assistant director to whom report the chiefs of 
four divisions—Statistics, Procedures, Research, and Abstract and 
Coding. 

Exurpir XIII 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Organization 
CENTRAL OFFICE 
CLAIMS STATISTICS SERVICE 
June 1951 





ASSISTANT 
ADMINISTRATOR 
FOR CLAIMS 


CLAIMS 
STATISTICS SERVICE 
DIRECTOR 


ASSISTANT 
DIRECTOR 


PROCEDURES RESEARCH ABSTRACT AND 
DIVISION DIVISION CODING DIVISION 
CHIEF CHIEF CHIEF 





(1) The Statistics Division determines the data needed to provide 
desired claims information and the methods of presenti ition. It col- 
lects the statistical data from all claims operations and consolidates, 
compiles, and presents the resulting material in the form of periodic 
reports or special analyses. The division has a Reports Section and 
an Analysis Section, each under the direction of a chief responsible 
to the Division Chief. 

The Reports Section receives claims data from central office and 
field station claims operations and prepares from these the regularly 
issued claims reports. 

The Analysis Section prepares nonroutine reports requested for 
budgetary or administrative purposes. 

(2) The Procedures Division is responsible for developing the 
policies, procedures, and methods to be used in uniform recording 
and eompilation of claims statistical data in the field and central 
offices. It also provides functional supervision of claims statistical 
activities in these offices. 

(3) The Research Division is primarily responsible for coordinat- 
ing the budget estimates for all claims activities. It consists of an 
Administrative Analysis Section and a Benefits Analysis Section, both 
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under the direction of a chief who is responsible to the Chief of the 
Division. 

The Administrative Analysis Section coordinates budget estimates 
for salaries and expenses. 

The Benefits Analysis Section prepares estimates of the claims bene- 
fits to be paid in the budget period under consideration and estimates 
costs of proposed legislation. 

(4) The Abstract and Coding Division is responsible for prepar- 
ing and filing abstract cards for all claims cases under central office 
jurisdiction. It also prepares code sheets from the abstract cards for 
use in the preparation of punched cards. It consists of four sections— 
Death Insurance, Disability Compensation and Pension, Death Com- 
pensation and Pension, and Coding. Each is under the direction of 
a chief who is responsible to the Chief of the Division. The first three 
of these sections are concerned with the preparation and filing of ab- 
stract cards on subjects as indicated by their titles. As its name in- 
dicates, the Coding Section is responsible for the preparation of code 
sheets based on abstract cards prepared by the other three sections. 


5. RECOMMENDED CHANGES IN THE SUPPLEMENTARY PLAN OF ORGANIZA- 
TION—CENTRAL OFFICE 


From the discussion of the plans of organization and functions of 
the four claims services, it is evident that responsibility for policy 
making and planning has been combined with that for operations. 
These major groups of functions should be se parated as indicated by 
recommendations in the preceding chapter, and responsibility for 
operations should be assigned to the claims centers. In addition, some 
realinement of responsibilities within the central office services is 
also indicated. Specific recommendations are discussed in the fol- 
lowing sections. 

( 1) Veterans Claims Service 

In accordance with the general program of separating operations 
from policy making and planning functions, the Claims Division 
should be transferred from the Veterans Claims Service to the rec- 
ommended Washington claims center. 

The remaining activities of the Veterans Claims Service should be 
organized into four units—Rating Schedule Board, Policy and Plan- 
ning Division, Field Service Division, and a Stenographie Section. 
This plan of organization is shown in exhibit NIV. Responsibilities 
common to the division chiefs and the board chairman are shown as 
exhibit XIV—1. Individual responsibilities are discussed in the fol- 
lowing paragraphs. 

Exuisit XIV-1 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CENTRAL OFFICE, VETERANS CLAIMS SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions, 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 


25735—52——_50 
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Exuipit XIV 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 


VETERANS CLAIMS SERVICE 
April 1952 


CLAIMS DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


VETERANS 
CLAIMS SERVICE 
DIRECTOR 


RATING SCHEDULE POLICY AND FIELD SERVICE 
BOARD PLANNING DIVISION DIVISION 
CHAIRMAN CHIEF CHIEF 


STENOGRAPHIC 
SECTION 
CHIEF 


4. Direct the operation of assigned functions. 
5. Maintain good relations with employees under his supervision. 
6. Cooperate with other executives in coordinating operations, in solving mu- 


tual problems, and in complying with established rules, regulations, and 
procedures. 


7. Keep the service director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The Rating Schedule Board should continue to prepare and, when 
necessary, modify the Schedule for Rating Disabilities. It should act 
as an adviser to the entire claims organization on the application of 
the rating schedule. It should, however, discontinue the routine case 
medical review, which should be performed by the Field Service 
Division. 

The Policy and Planning Division should be continued and should 
perform the functions currently assigned to it. Primarily, these are 
the development and rec ommendation of polici ies, standards, and plans 
for the most equit: able adjudication of veterans’ claims. 

The Field Service Division is essentially the same as the present 
Field Supervision Division. The change in name is recommended to 
indicate the deemphasis of the supervisory aspects of the work. The 
basic function of the division should be the maintenance of uniform- 
ity and quality of adjudication of veterans’ claims throughout the 
Claims Department by case review both in the central office and in 
the claims centers. In addition to its inspection or quality control 
function, it has a concomitant tes aching function through which those 
adjudicating veterans’ claims are instructed in the proper application 


of the laws, policies, rules, and regulations governing the veterans’ 
claims adjudications. 
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In order to absorb the routine medical review function now per- 
formed by the Rating Schedule Board, several of the medical officers 
now on the board should be transferred to the Field Service Division. 
This would make the division self-sufficient on routine case reviews. 
The Field Service Division should, however, continue to refer special 
cases to the board to support suggestions for change in schedule for 
rating disabilities or for opinion in the application of the schedule. 

The stenographic section should perform the stenographic typing 
and other office services required by the Veterans Claims Service. 


(2) Dependents Claims Service 


Two major organization changes affect the present Dependents and 
Beneficiaries Claims Service. These are the transfer of insurance 
death claims settlements to the insurance department and the trans- 
fer of the present adjudicating operations to the recommended Wash- 
ington claims center. 

With the transfer of insurance death-claims settlements out of the 
claims department, the word “beneficiaries” should be deleted from 
the name of the service, and it should be renamed the Dependents 
Claims Service. 

The proposed plan of organization of the Dependents Claims Serv- 
ice is shown in exhibit XV. The plan provides for a director to whom 
report the chiefs of the Policy and Planning Division, the Field Serv- 
ice Division, and the stenographic section. Responsibilities common 
to division chiefs are shown on exhibit XV-1. Other responsibilities 
are discussed below. 

EXHIBIT XV 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 


DEPENDENTS CLAIMS SERVICE 
April 1952 


CLAIMS DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


DEPENDENTS 
CLAIMS SERVICE 
DIRECTOR 


POLICY AND 
PLANNING DIVISION 
CHIEF 


FIELD SERVICE 
DIVISION 
CHIEF 


STENOGRAPHIC 
SECTION 
CHIEF 
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Exnisir XV-1 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CENTRAL OFFICE, DEPENDENTS CLAIMS SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for op- 
erations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving mu- 
tual problems, and in complying with established rules, regulations, and 
procedures. 

7. Keep the service director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The Planning Division should perform the policy-making and 
planning functions, some of which are currently the responsibility of 
the Central Dependents Pension Board and the Standardization Di- 
vision. The operating functions of the Board involving the rating 
of cases under the jurisdiction of the central oflice, together with the 
Adjudication Division which it now serves, should be transferred to 
the recommended Washington claims center. 

The Planning Division should de ‘velop and recommend the policies, 
rules, and regulations to be used in rating death cases in conformance 
with governing legislation. It should prepare, review, and revise 
applicable regulations, manuals, technical bulletins and other issues 
and see that these are coordinated with other services that may be 
affected. These functions are now performed in the Regulations and 
Procedures Sections of the Standardization Division. The Division 
should also review and interpret new or proposed legislation and its 
effect on death claim ratings and adjudication of dependents’ claims. 

The Field Service Division is the successor to the present Standardi- 
zation Division. The basic function of this Division is the mainte 
nance of uniformity and quality of adjudications of dependents’ 
claims throughout the Claims Department. It should perform this 
function by reviewing cases, both in the central office and in the 
claims centers. Along with this inspection function, the Division 
should be responsible for instruction of the dependents’ claims em- 
ployees in adjudication techniques. 

The Stenographic Section should provide the general office, steno 
graphic, typing, mail, and filing services required by the Dependents 
Claims Service. 

(3) Central Committee on Waivers and Forfe ifuUPresr 

The present plan of organization of the Central Committee on 
Waivers and Forfeitures should be retained. The committee should 
continue to handle all forfeiture cases and waiver cases in which the 
overpayment is in excess of $500. However, any waiver cases with 
overpayments of under $500 which or iginate in the central office 

should be assigned to the C ommittee on Waivers in the recommended 
Washineton claims center 

The committee should retain its present functions of policy making 
and planning and should provide advice and euidance to the claims 
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centers on waiver cases and on the preparation of forfeiture cases for 
adjudication by the Central Committee. 


(4) Budget and Finance Service 

The establishment of the Budget and Finance Service within the 
Claims Department is recommended to provide the Assistant Admin- 
istrator with the accounting records and financial reports required 
for effective control of operations. ‘The Service should also be re- 
sponsible for guidance of finance and budget activities in the claims 
centers. 

The Budget and Finance Service should maintain the general ac- 
counting records and ledgers recording the transactions of the claims 
operations. It should establish operating policies and procedures 
required for claims center budget and finance activities. It should 
also coordinate the budget and finance activities of the Claims De- 
partment with those of the Budget and Finance Department. 

Basically, the recommended Budget and Finance Service adds to 
the functions of the present Claims Statistics Service the function of 
accounting. The organization recommended for this service is shown 
in exhibit XVI. It consists of three divisions—Accounting, Statis- 
tics, and Budget—each under a chief responsible to the Director of 
the Budget and Finance Service. Common responsibilities of di- 
vision chiefs are shown as exhibit XVI-1. Individual responsibilities 
are discussed below. 

Exuipir XVI 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CENTRAL OFFICE 
BUDGET AND FINANCE SERVICE 


April 1952 





CLAIMS DEPARTMENT 
ASSISTANT 
ADMINISTRATOR 


BUDGET AND 
FINANCE SERVICE 
OIRECTOR 


ACCOUNTING STATISTICS 
DIVISION DIVISION BUDGET DIVISION 
CHIEF CHIEF CHIEF 





Exuteir XVI-1 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CENTRAL OFFICE, BUDGET AND FINANCE SERVICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply and budget requirements for op- 
erations under his direction. 

2. Develop and recommend programs, plans, and organization for assigned 
functions. 
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3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and pro- 
cedures. 

7. Keep the service director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The Accounting Division should be responsible for the maintenance 
of the general books and ledgers of the Claims Department and for 
the development of policies and procedures governing the accounting 
operation of the entire Claims Department. 

The Statistics Division should be responsible for development of 
the reporting system and the procedures required for obtaining and 
compiling the statistics of the Claims Department. The Division 
should prepare the monthly reports on Claims Department activities 
and operations. ‘This Division is a combination of the present Statis- 
tics and Procedures Divisions of Claims Statistics Service. 

The Budget Division should be responsible for development of 
policies, plans, and procedures for budget administration within the 
Claims Department in accordance with the budget policies and pro- 
cedures established by the Budget and Finance Department. It 
should assume responsibility for the functions of the present Research 
Division of Claims Statistics Service and should be responsible for 
consolidating and presenting the Claims Department budget figures 
and for administering budget allotments. 

The remaining division of the present Claims Statistics Service, 
the Abstract and Coding Division, should be transferred to the recom- 
mended Washington claims center. 

Recommendations pertaining to the supplementary organization 
of the central office Claims Department activities have been presented 
in this chapter. The following chapter deals with the supplementary 
organization of the claims center operations. 


V. SupptemMentary PLAN oF OrGANIZATION CLAIMS CENTER 


In the previous chapter the supplementary plan of organization 
for the Claims Department at central office was discussed. Recom- 
mendations were included for changes to conform to the basic plan of 
organization recommended in chapter III. Recommendations con- 
cerning the supplementary organization of a claims center are pre- 
sented in this chapter. 

Currently, the claims operations in the field are conducted at re- 
gional offices and at district offices. Adjudication divisions at re- 
gional offices are responsible for processing veterans’ claims for 
compensation, pension and other benefits. The claims services in the 
district offices process dependents’ claims for compensation, pension, 
and other death benefits and beneficiaries’ claims for the proceeds 
under Government life insurance contracts. Both the claims services 
and the adjudication divisions are dependent upon other divisions in 
the regional and district offices for necessary auxiliary services. 

In a claims center the present functions of the adjudication divi- 
sions and the claims services should be combined. Therefore, the 
present plans of organization for the adjudication divisions and for 
the claims services will be discussed in the following sections as a basis 
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for discussion of the recommended plan of organization for claims 
centers. 


1. Adjudication Division 


Under the present plan of organization, adjudication divisions are 
supervised by an adjudication officer responsible to the regional oflice 
manager. ‘The adjudication officer has reporting to him a committee 
on waivers, already described in chapter II], and one or more operat- 
ing sections, depending upon the Division’s workload. If there is 
more than one complete operating section, the Division has an assist- 
ant adjudication officer. In the large regional offices, there is an 
additional adjudication officer for each additional operating section 
which consists of not more than four rating boards with accompanying 
authorization units. 

The adjudication officer also has reporting to him two staff em- 
ployees, a claims statistics chief, and a rating board secretary. These 
two positions are included in the present plan of organization of a 
typical adjudication division with two operating sections, which is 
shown in exhibit XVII. 

A brief description of the major responsibilities of the Adjudica- 
tion Division executives follows. 

(1) The adjudication officer is the Chief of the Adjudication Divi- 
sion and supervises its activities in accordance with functional direc- 
tion from the central office claims organization. 

(2) An assistant adjudication officer is responsible for supervision 
of an operating section of the division consisting of not more than 
four rating boards and associated authorization units. 

(3) Rating boards are made up of three members: Legal, medical, 
and occupation. Rating boards are responsible for— 

1. Determining the service connection of disabilities. 

. Evaluating the extent of disability. 

3. Requesting additional physical examinations which may be 
necessary. 

(4) The rating board secretary is responsible for controlling the 
distribution of prepared cases to the rating boards. The rating board 
secretary also performs the following functions: 

1. Furnishes information to claimants, their representatives, and 
others on the status of claims being processed. 

2. Aids those involved in presentation of cases at rating board 
hearings. 

3. Provides stenographic and typing service to rating board 
members. 

(5) An authorization officer is responsible for directing an authori- 
zation unit, which determines the basic eligibility of a veteran claim- 
ant to compensation, pension, or other benefits. In carrying out this 
responsibility the authorization officer sees that the authorization 
unit: 

1. Assembles the evidence necessary for the evaluation of claims. 

2. Determines that the essential legal requirements for entitlement 
are present. 

3. Authorizes payment of awards or disallowances based on rating 
board decisions. 

4. Prepares appealed cases for transmittal to the Board of Veteran 


Appeals. 
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(The general practice is to have an authorization unit for each two 
rating boards. The authorization officer generally has reporting ta, 
him four adjudicators, each of whom has an adjudication clerk, a 
stenographer and sometimes a ty pist to assist. ) 

(6) The claims statistics chief is responsible for statistics on the 
claims activities of the Adjudication Division. In carrying out this 
hn the chief: 

Maintains the claims abstract cards, which provide a brief sum- 
dics on each claim case in the regional office and include a record of 
the kind of disability and any awards or disallowances which have 
been made. 

. Prepares.code sheets for statistical compilation on tabulating 
equipment in preparation of claims reports for the central office. 

3. Supplies information on eligibility and nature of disability to 
authorized Veterans Administration personnel. 

(7) The chairman of the committee on waivers is responsible for 
the review and granting of waiver requests of less than $500 and for 
the preparation of data concerning waiver requests in excess of $500 
for transmittal to central office. 


2. CLAIMS SERVICE 


The Director of the Claims Service in the district office is responsible 
administratively to the district office manager. Functionally he is 
responsible to the Assistant Administrator for Claims for adjudic a- 
tion of dependents’ claims and for settlement of beneficiaries’ insur- 
ance death claims, The Director has reporting to him the Chief of the 
Dependents and Beneficiaries Claims Division and the Chairman of 


the Dependents Pension Board. The present plan of organization of 
the Claims Service is shown in exhibit XVIII. 


(7) De pe nde nts and Be Ve ficiarie 8 Claims Division 

The Dependents and Beneficiaries Claims Division adjudicates de- 
pendents’ claims for compensation, pension, accrued payments due the 
deceased veteran, burial reimbursement, and transportation expense 
of deceased veterans from Veterans Administration hospitals. The 
Division also settles beneficiaries’ insurance death claims. It is com- 
prised of a Claims Record Section, a Stenographic Section, and one 
or more adjudication sections, each under the supervision of a chief 
who reports to the Division Chief. 

Adjudication sections are made up of adjudication units, a compu- 
tation unit, and a reimbursement unit. The adjudication units are 
responsible for the adjudication of dependents’ claims for compensa- 
tion or pension, accrued disability, and death compensation or pension, 
retirement pay, subsistence allowance, and readjustment allowance. 
The adjudication units also settle beneficiaries’ insurance death claims 
through the assistance of a computation unit, which develops the basic 
work sheets required for settlement of national service life insurance 

cases. The Reimbursement Unit adjudicates reimbursement for bur- 
ial, funeral, and transportation expense of a deceased veteran. Re- 
sponsibility for adjudicating overpayments arising in the district 
office when not in excess of $500 is also assigned to the adjudication 
sections, 
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Exursir XVIII 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Present Plan of Ortanization 
DISTRICT OF FICE CLAIMS SERVICE 


June 1951 


DISTRICT OFFICE 
MANAGER 


CLAIMS SERVICE 
DIRECTOR 


DEPENDENTS ag DEPENDENTS 
BENEFICIARIE 
CLAIMS DIVISION PENSION BOARD 


CHIEF CHAIRMAN 


STENOGRAPHIC ADJUDICATING CLAIMS RECORD 


SECTIONS 
SECTION (1 OR MORE) SECTION 


CHIEF CHIEFS CHIEF 


The Claims Record Section prepares and maintains abstracts of all 
death cases and prepares code sheets from the abstract cards for 
tabulating purposes. It also compiles the major reports of the Claims 
Service with the exception of those prepared by the Dependents Pen- 
sion Board. 

The Stenographic Section provides stenographic and typing service 
for the division. 

(2) Dependents Pension Board 

This board reviews medical and legal data and determines entitle- 
ment to benefits. It is generally composed of a chairman, three rating 
specialists (legal), and a rating specialist (medical), together with a 
secretary and several typists. 

The De »pendents Pension Board considers questions concerning serv- 
ice connection, line of duty, evaluation of disability, cause of ‘death, 
incapacity to earn a livelihood, helplessness of children, competency, 
insanity, and other factors that have a bearing upon entitlement to 
benefits, whether payable to the veteran in his lifetime or to depend- 
ents after his death in the form of compensation or pension. 


3. RECOMMENDED CHANGES IN THE SUPPLEMENTARY PLAN OF 
ORGANIZATION 


The establishment of 10 claims centers recommended in chapter III 
will make it possible to consolidate the adjudication divisions from 
regional offices and dependents claims services from the district offices. 
Claims centers should also include several staff service divisions. 
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The transfer of the responsibility for settlement of beneficiaries’ 
insurance death claims to the Insurance Department will not affect the 
plan of organization of the division except that a computation unit 
will no longer be required for preparing the basic data needed for set- 
tlement of insurance death claims. The positions of claims service 
director and chief of dependents and beneficiaries claims division 
should be combined in the claims center. 

In the consolidation of the adjudication divisions at the claims cen- 
ters, the committe on waivers should be made responsible for the han- 
dling of both veterans’ and dependents’ requests for waivers of over- 
payments. The chairman of the committee should then report di- 

rectly to the manager of the claims center. The work of the secretary 
to the rating boards should be assigned to an administrative section, 
which should also have responsibility for the functions of the present 
claims statistics group. 

The recommended supplementary plan of organizaticn, reflecting 
these changes, is shown in exhibit XIX. Under this plan of organ- 
ization, the claims-center manager reports directly to the claims oper- 
ations manager at central office. The chiefs of the two operating divi- 
sions—veterans claims and dependents claims—the chairman of the 
committee on waivers, the assistant for methods and standards, and 
the chiefs of the three staff divisions—administrative services, budget 
and finance, and personnel—should comprise the organization of the 
center. Common responsibilities of these chiefs are listed on exhibit 
XILX-1. 

EXHIBIT XIX 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CLAIMS CENTER 


April 1952 









CLAIMS OPERATIONS 
MANAGER 


CLAIMS CENTER 
MANAGER 


BUDGET AND 
FINANCE DIVISION 
CHIEF 














ADMINISTRATIVE 
SERVICES 
DIVISION 

CHIEF 


PERSONNEL 
DIVISION 
CHIEF 


ASSISTANT FOR 
METHODS AND 
STANDARDS 
































VETERANS 
CLAIMS DIVISION 
CHIEF 


COMMITTEE 
ON WAIVERS 
CHAIRMAN 


DEPENDENTS 
CLAIMS DIVISION 
CHIEF 
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Exunisitr XIX-1 
VETERANS ADMINISTRATION CLAIMS PROGRAM 


PROPOSED PLAN OF ORGANIZATION——TOP MANAGEMENT, CLAIMS CENTER, APRIL 1952 
RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

7. Request, through the claims center manager, counsel and advice from those 
responsible for corresponding functions at central office. 

8S. Keep the claims center manager informed concerning current operations, 
results, and future plans through established reports and personal meetings. 


The supplementary organization recommended for each of the divi- 
sions is discussed in the following sections of the report. 


(7) Veterans Claims Division 


The Veterans Claims Division should continue to be responsible for 
the yep dennis geen of veterans’ claims for compensation, pension, and 
other benefits included in the claims program. 

Under the proposed plan of organization shown in exhibit XX the 
functions of the division would be performed by an administrative 
section and as many operating sections as needed for the volume of 
veterans’ claims to be handled. ‘The chiefs of the operating sections 
and the administrative section would be responsible to the division 
chief. 

EXxuipBitr XX 
VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CLAIMS CENTER 


VETERANS CLAIMS DIVISION 
April 1952 


CLAIMS CENTER 
MANAGER 


VETERANS 
CLAIMS DIVISION 
CHIEF 


ADMINISTRATIVE OPERATING 
SECTION SECTIONS 
CHIEF CHIEFS 


2 AUTHORIZATION 
UNITS 
CHIEFS 


4 RATING BOARDS 
MEMBERS 
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Exuisir XX-1 
VETERANS ADMINISTRATION CLAIMS PROGRAM 


VROPOSED PLAN OF ORGANIZATION, CLAIMS CENTER, VETERANS CLAIMS 


DIVISION, 
APRIL 1952—RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates, and approve selection of their immediate 
subordinates. 


3. Direct the operation of assigned functions. 
4. Maintain good relations with employees under his supervision. 
>. Cooperate with other executives in coordinating operations, in solving mu- 


tual problems, and in complying with established rules, regulations, and pro- 
cedures. 


5. Keep the division chief informed concerning current operations, results, and 
future plans through established reports and personal meetings. 

The operating sections should be organized as at present with a 
complete section consisting of four rating boards and two authoriza- 
tion units. The rating boards should continue to have three members 
to assure sound ratings in the adjudication of veterans’ claims. Each 
of the two authorization units should serve two rating boards. The 
authorization units should generally follow the present plan of organ- 
ization which provides for an authorization officer in charge of the 
unit with four adjudicators directly responsible to him. Each adjudi- 
eator should have the assistance of an adjudication clerk and a 
stenographer or typist. 

Currently a considerable amount of the clerical work of the author- 
ization units is done by the adjudicators, most of whom are lawyers. 
This clerical work should be done entirely by the adjudication clerks 
so that the adjudicators can concentrate on the legal aspects of adjudi- 
cation. This should reduce the number of adjudicators and increase 
the number of adjudication clerks. There would be a saving in salary 
costs because the adjudicators are generally classified GS-9 with a 
salary range of $4,600 to $5,350, while adjudication clerks are classified 
GS-4 with a salary range of $2,875 to $3,355. 

The administrative section should maintain a control record of the 
assignment of cases being handled by the Veterans Claims Division. 
It should also maintain the abstract cards and prepare the punched 
cards for claims statistics and provide the stenographic and typing 
service to the entire Division. 

Other administrative responsibilities of the chiefs reporting to the 
Division Chief are shown in exhibit X -X-1. 

(2) De pe ndents claims division 


Under the proposed plan of organization, this division should have 
responsibility for the adjudication of dependents’ claims for com- 
pensation, pension, and other death benefits. It will no longer have 
responsibility for settlement of beneficiaries’ insurance death claims, 
which will be transferred to the Insurance Department. Otherwise 
its functions should remain the same. 

The recommended plan of organization shown in exhibit X XI 
includes a dependents pension board under direction of a chairman, 
an administrative section, and one or more adjudication sections. The 
chairman and the section chiefs should report directly to the chief 
of the dependents claims division. They should be responsible for 
the duties shown on exhibit X XI-1 and, in addition, those discussed 
in the following paragraphs. 
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Exuipsir XXI 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CLAIMS CENTER 


DEPENDENTS CLAIMS DIVISION 
April 1952 


CLAIMS CENTER 
MANAGER 


DEPENDENTS 
CLAIMS DIVISION 
CHIEF 


DEPENDENTS ADJUDICATION ADMINISTRATIVE 
PENSION BOARD SECTIONS SECTION 
CHAIRMAN CHIEFS CHIEF 


Exuisir XXI-1 
VETERANS ADMINISTRATION, CLAIMS PROGRAM 


PROPOSED PLAN OF ORGANIZATION, CLAIMS CENTER, DEPENDENTS CLAIMS DIVISION, 
APRIL 1952——-RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require 
ments, progrims, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving mu- 
tual problems, and in complying with established rules, regulations, and 
procedures. 

6. Ke-p the division chief informed concerning current operations, resulfs, and 
future plans through established reports and personal meetings. 

The dependents pension board should continue to be responsible for 
deciding questions of service connection, line of duty, cause of death, 
helplessness of children, competency, and insanity in connection with 
dependents’ claims for compensation, pension, or other death benefits. 

The adjudication sections should have essentially the same respon 
sibility for adjudication of dependents’ claims that these sections now 
have, with the exceptions of the settlement of insurance death claims 
and the adjudication of requests for waiver of overpayments under 
$500. The latter function should be the responsibility of the commit- 
tee on waivers, responsible directly to the claims center manager. 

The administrative section should be responsible for maintaining 

:bstract cards showing a summary of each dependent’s claim and for 
preparing punched c: ards for accumulation of claims statistics. It 
should also maintain a control] record of the assignment of cases to the 
wdjudication sections and the dependents pension board and should 
provide stenographic and typing service to the dependents claims 
division. 
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(3) Committee on Waivers 


This committee should continue to be responsible for adjudication 
of requests for waiver of overpayments not in excess of $500 arising in 
the claims center. It should prepare waiver cases with overpayments 
in excess of $500 and forfeiture cases for the Central Committee on 
Waivers and Forfeitures. 

(4) Administrative Services Division 

The Administrative Services Division should be responsible for pro- 
viding those services in the claims centers which are now provided by 
the Administrative Divisions and Supply Divisions in regional and 
district offices. 

The recommended plan of organization, shown on exhibit XXII 
includes four sections, the chiefs of which report directly to the divi- 
sion chief. These sections are the Mail and Service Section, the Claims 
Records Section, the Tabulating Machine Section, and the Supply 
Section. Individual responsibilities are summarized below, and com- 
mon responsibilities are shown on exhibit X XIT-1. 


Exutsir XXII 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CLAIMS CENTER 
ADMINISTRATIVE SERVICES DIVISION 
April 1952 


CLAIMS CENTER 
MANAGER 


ADMINISTRATIVE 
SERVICES DIVISION 
CHIEF 


MAIL AND SERVICE CLAIMS RECORDS TABULATING MACHING 
SECTION SECTION SECTION 
CHIEF CHIEF 


Exuisit XXII-1 


VETERANS ADMINISTRATION, CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CLAIMS CENTER, ADMINISTRATIVE SERVICES, APRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates, and approve selection of their immediate 
subordinates, 

3. Direct the operation of assigned functions. 

t. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and 
procedures. 

6. Keep the division chief informed concerning current operations, results and 
future plans through established reports and personal meetings. 
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The Mail and Service Section should provide mail, messenger 
and duplicating service and should operate telephone, telautograph 
and interoffice communications equipment. 

The Claims Record Section should be peteaveers for initiating cor- 
respondence in connection with incoming claims % > pe ations to se- 
cure missing information from claimants. It should control the as- 
signment of C and XC numbers and maintain the C folder and XC 
folder files. 

The Tabulating Machine Section should provide tabulating serv- 
ice for the claims center to fulfill accounting, statistical and record 
processing requirements. It should be responsible for preparation of 
prescr ibed summaries and required formal reports based on tabulated 
data. 

The Supply Section should be responsible for obtaining supplies, 
property and services, other than personal services, required for the 
maintenance of operations at the claims center. It should also be 
responsible for determining inventory levels for disposing of surplus 
and salvage items and for receiving, storing and issuing aaa, 
equipment, forms, stationery and publications. 


(5) Budg t and finance division 


The Budget and Finance Division should have responsibility for 
preparation of budget requests and maintenance of records of actual 
expenditures against allotments. It should also have responsibility 
for the general accounting in the claims center, for employee payrolls 
and related records for claimants’ accounts records and for audit of 
vouchers. 

The plan of organization of the division shown in Exhibit XXIII 
includes five sections, the chiefs of which report directly to the division 
chief. 

EXHIBIT XXIII 


VETERANS ADMINISTRATION 
CLAIMS CENTER CLAIMS PROGRAM 
ee Proposed Plan of Organization 


CLAIMS CENTER 
BUDGET AND FINANCE DIVISION 


BUDGET AND April 1952 


FINANCE DIVISION 
CHIEF 


ACCOUNTING EMPLOYEES CLAIMANTS VOUCHER AUDIT 
SECTION ACCOUNTS SECTION ACCOUNTS SECTION SECTION CUSEet See ee 
CHIEF CHIEF CHIEF CHIEF Quer 


ExHiIBIr XXIII—-1l—VETERANS ADMINISTRATION CLAIMS PROGRAM 


PROPOSED PLAN OF ORGANIZATION, CLAIMS CENTER, BUDGET AND FINANCE DIVISION, 
APRIL 1952-—RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving mu- 
tual problems and in complying with established rules, regulations and proce- 
dures. 

6. Keep the division chief informed concerning current operations, results and 
future plans through established reports and personal meetings. 
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The Accounting Section should be responsible for maintaining the 
accounting piterts for the claims center, including general ledger 
and allotment records. It should also prepare comparative operat- 
ing reports for use within the claims center and for transmittal to the 
Claims Department in the Central Office. Since the amount of cash 
receipts and disbursements is expected to be very small, the Account- 
ing Section should handle these. 

The Employees Accounts Section should be responsible for payment 
of employees’ salaries and for maintenance of earnings records and 
time and leave records for all employees of the claims center. 

The Claimants Accounts Section should provide for the payment of 
authorized awards to veterans and dependents for compensation, pen- 
sion, and other benefits available under the claims program. The 
section should maintain individual payment records for all claimants 
receiving awards. 

The Voucher Audit Section should be responsible for auditing all 
claims center vouchers and for certifying for payment those that meet 
established requirements. 

The Budget Section should be responsible for preparation of annual 
and quarterly budget estimates and for administration of budgetary 
procedures which are applicable to the claims center. 

In addition to the responsibilities discussed above, each section chief 
has the administrative responsibilities shown on exhibit X XIII-1. 


(6) Personnel Division 

The recommended plan of organization for the Personnel Division 
of the claims center is the same as the standard pattern currently used 
in district offices. This plan, shown in exhibit XXIV, provides for a 


chief personnel officer, a Staff Section under a personnel officer, a 
Health and First Aid Section under a head nurse, and a Processing 
and Record Section under a chief. 


ExuHipir XXIV 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


Proposed Plan of Organization 
CLAIMS CENTER 
PERSONNEL DIVISION 


April 1952 


CLAIMS CENTER 
MANAGER 


PERSONNEL 
DIVISION 
CHIEF 


STAFF SECTION : HEALTH AND PROCESSING AND 
PERSONNEL OFFICER IRST AiD SECTION RECORD SECTION 
HEAD NURSE CHIEF 
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ExHrBit XXIV-1 


VETERANS ADMINISTRATION CLAIMS PROGRAM—PROPOSED PLAN OF ORGANIZATION, 
CLAIMS CENTER—PERSONNEL DIVISION, APRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the devélopment of personnel and budget require- 
ments, programs, plans, procedures and organization for assigned functions, 

2. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving mu- 
tual problems and in complying with established rules, regulations and pro- 
cedures. 

6. Keep the division chief informed concerning current operations, results and 
future plans through established reports and personal meetings. 

The claims center chief personnel officer should report to the claims center 
manager but should receive technical guidance from the assistant for personnel 
on the staff of the assistant administrator for claims. He should be responsible 
for administering the personnel program in accordance with established policies, 
rules, regulations and procedures. 

The Staff Section should have responsibility for reviewing and handling 
classification problems and job descriptions. It should also recruit new em- 
ployees from Civil Service registers or other sources and arrange for transfers 
of employees from other Government agencies or from within the Veterans 
Administration. The staff should also work with claims center executives in 
determination of proper handling of disciplinary and other personnel problems. 

The Health and First Aid Section should continue to perform the same func- 
tions it now performs. 

The Processing and Record Section should be responsible for maintaining the 
personnel records of the claims center. 

Section chiefs are also responsible for the duties listed on exhibit X XIV—1. 
(7) Assistant for Methods and Standards 


The assistant for methods and standards should be responsible for develop- 
ment of new and improved methods and procedures and for establishment of 
work standards in the claims center. He should have the primary responsibility 
for providing leadership in the work simplification and management improve- 
ment programs. He should also be responsible for the conduct of special studies 
relating to organization and any operation reviews and studies which may be 
necessary. 

The assistant for methods and standards should have a small staff, 
and consequently no formal organization is required. He should work 
closely with the division chiefs of the claims center and should co- 
operate with the assistant for methods and standards on the staff of 
the assistant administrator for claims in the development and testing 
of new methods and procedural ideas. 

Specific recommendations for organization changes which will make 
it possible for the assistant administrator for claims to carry out his 
assigned duties effectively have been included in this chapter and the 
two preceding ones. Operating changes which accompany the in- 
stallation of the revised plan of organization are discussed in the 


next chapter. This chapter also includes recommended changes in 
specific procedures. 


VI. OperatrionaL RecoMMENDATIONS 


The operating and procedural changes resulting from the revised 
plan of organization are discussed in this chapter together with reec- 


ommendations pertaining to specific procedures not related to or- 
ganization structure. 
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Claims operations are characterized by an enormous amount of 

correspondence involved in the accumulation of evidence and facts 
required for claims adjudication. The adjudication process, itself, 
requires a thorough knowledge of applicable laws as well as a broad 
knowledge of medical factors influenci ing decisions concerning service 
connection and extent of disability. The claims activ ity involves five 
basic operations. ‘These are: 

(1) Receiving the application for benefits under the claims laws 
and obtaining the evidence needed in the development of the claims 
case generally by correspondence and by arranging for physical ex 

amination of veterans who are claimants.’ 

(2) Reviewing the assembled facts to determine whether all legal 
requirements have been met. 

(3) Studying the facts to determine whether the disability is serv- 
ice-connected and, in veterans’ claims cases, the extent of the dis- 
ability; studying the facts to determine whether death was service- 
connected in some dependents’ claims cases. 

(4) Notifying the claimant of the decision reached and the finance 
officer of the amount and effective date of awards granted. 

(5) Reviewing cases to determine whether change of status has 
occurred which would warrant increasing, or justify decreasing or 
withdrawing, the award; obtaining statements on pensioners’ income 
to determine whether the claimant is still entitled to benefits. 

In addition to these basic operations for processing the claims of 
both veterans and dependents, claims personnel engages in voluminous 
correspondence with claimants, Congressmen, veterans’ organizations, 
and others about the status of specific claims cases. 


1. THE REVISED ORGANIZATION PLAN WILL REQUIRE OPERATIONAL CHANGES 


Perhaps the most important aspect of the claims operation is the 
control of uniformity of adjudication. It is essential that, under 
similar conditions, claimants should receive similar decisions concern- 
ing benefits, regardless of residence. Under the present organization 
structure, with claims being settled at 75 locations without direct 
authority over such activities being vested in the Assistant Adminis- 
trator for C laims, this control of uniformity is very difficult and costly 
to attain. It necessitates continuous and extensive review of cases 
both in central office and in the field. 

The principal advantage of the recommended organization plan 
is that it will facilitate control over uniformity of adjudication. In- 
stead of 75 supervisors of claims activities, adjudic ation will be per- 
formed under direction of 10 managers. The size of these operations 
will enable the assistant administrator to fill these positions with out- 
standing and well-qualified executives. With 10 officers, more fre- 
quent personal contact between executives will be possible with conse- 
quent improvement in uniformity. There should, therefore, be less 
need for field inspections and the extensive number of case reviews 
now made. 

The substantial reductions in administrative costs which will accrue 
from consolidation of claims activities and the improvement in uni- 
formity of decisions which should be realized fully justify the cost of 
installing the plan. 
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Another advantage of the proposed organization structure is that 
it provides for direct control of all activities in the claims centers by 
the claims center managers, who are solely responsible to the claims 
operations manager and through him to the Assistant Administrator 
for Claims. This establishes clear lines of authority which facilitate 
coordination of activities. The claims center managers will have the 
support of the central office service directors and staff assistants, who 
will provide technical and functional guidance of the various division 
activities. This is in contrast to the functional supervision of auxili- 
ary services that is now provided from without the claims organization. 
Under the modified operating practices, emphasis should be placed on 
personal direction and contacts, by claims executives with field opera- 
tions, and field inspection and supervision by nonexecutive personnel 
should be deemphasized. 

The claims operations themselves are well defined, having been tried 
and tested over a long period of time. Few changes in procedures 
and methods will be required because of the changes recommended in 
crganization. The transfer of the operations now performed in cen- 
tral office to the recommended Washington claims center can be accom- 
plished without basic change in method of operation. Other recom- 
mended changes in supplementary organization at central office and 
in claims centers can be accomplished by transfer of reporting rela- 
tionships without alteration of procedures. Only with respect to 
transfer of insurance death claims will a substantial change in pro- 
cedure be required. This change is outlined in volume VI, Insurance 
Program, from which the followi ing paragraphs are quoted. 


Now, the information on the death of a veteran who is not in the Armed Forces 
flows into the district offices by letter, wire, or teletype. This information comes 
either from regional offices or directly from dependents of the deceased vet- 
eran. The dependents’ and beneficiaries’ claims personnel takes preliminary 
action on compensation, pension, and burial allowances before requesting the 
insurance service for data on the veteran’s insurance status. This is provided 
on a suitable form used by claims personnel as authority for starting the insur- 
unce settlement procedure. 

Under the proposed plan of organization, information concerning the death of 
a veteran may come directly to the insurance center or from a veterans’ service 
center or a claims center. If a veterans service center receives the original 
information, immediate notification of both the interested claims and insurance 
centers should be made on a brief form with space for the veteran’s name, address, 
date of death, XC number and insurance policy number or numbers if these are 
known. If the original information is received by the claims center, the same 
form should be used to notify the insurance center immediately. The insurance 
center, upon receipt of this form from either source, should check to determine 
whether the veteran had insurance in force. If he had, the insurance center 
should notify the claims group of the documents which are required for the 
insurance settlement, such as a death certificate, a certified copy of public or 
chureh records of marriage and birth certificates. This again should be done by 
a simple form which identifies the veteran, gives his XC number and provides 
space for indicating the documents required. If the information concerning 
the death of a veteran is received originally by an insurance center, this form 
should be accompanied by the first mentioned forms. 

The responsibility for obtaining the required documents pertaining to each 
case should be placed with the claims organization since most of them are re- 
quired for settlement of compensation, pension, and burial claims. When the 
originals are obtained, photocopies should be made and sent to the insurance 
center for settlement of the insurance death claim. Also any information which 
the insurance center may require from the XC folder will have to be supplied 
by the claims centers since they will maintain the XC files. 

Under this method of handling, the contact with the veteran’s dependents 
to obtain required documents and full information will be made through the 
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claims organization and duplication of requests for the same information and 
documents will be avoided. The adjudication of the dependents’ claims and the 
settlement of insurance claims can be performed simultaneously ; this will facili- 
tate both operations. 

Other specific procedural recommendations not related to changes 
in organization are discussed in the following sections. 


2, SOME VETERANS’ CLAIMS OPERATING PRACTICES SHOULD BE MODIFIED 


The veterans’ claims activities are concerned primarily with the 
accumulation of evidence required in individual claim cases and the 
adjudication of these cases. The activities also include some clerical, 
statistical, and correspondence operations. Operational recommenda- 
tions in this section are confined to the nontechnical aspects of vet- 
erans’ and dependents’ claims, since recommendations on the highly 
technical medical-legal steps in the adjudication process are beyond 
the scope of this report. 

Recommendations contained in the following subsections are de- 
signed to improve operations and reduce operating costs. 


(1) Eewtend the practice of having rating board members rate cases 
independently 

Currently, some of the rating boards assign each case to one of the 
three members. He studies it, arrives at a decision and records this 
as a written statement on the rating work sheet. The other two mem- 
bers in turn review the case and the rating work sheet. If they are 
in agreement, they indicate this on the rating work sheet. 

If there is disagreement among the members after the first review, 
they will discuss the case and try to resolve their differences. If thev 
cannot, the adjudication officer reviews the case and makes the decision. 
If the case is a particularly difficult one, it may be sent to central office 
for administrative review and recommendation on the appropriate 
decision. 

Other rating boards operate differently in that each case is consid- 
ered and rated | by each member independently. Ratings are compared 
and final decisions reached in group discussion. 

This latter practice is productive of better results and therefore 
should be adopted by all rating boards. 


(2) Rotate rating board members who work together 

Rotation of rating board members is recommended to help attain 
uniformity in adjudication. If members continue to work together 
for long periods of time, personal interpretations of the laws, policies, 
rules, and regulations are likely to affect judgments. This rotation 
plan is used to good advantage by the Board of Veterans Appeals and 
at some regional offices. 

The frequency of rotation need not be rigidly fixed. A period of 
from 6 months to a year should be enough to ‘obtain the desired results. 


(3) Develop a better understanding of claims requirements by exam- 
ining doctors 
One of the major problems that adjudication divisions encounter is 
that of obtaining reports of physical examinations which will meet the 
requirements of the Claims Department. ‘These requirements and the 
point of view differ from those of examinations performed for diag- 
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nostic purposes leading to medical treatment or surgery. Conse- 
quently, the doctors performing examinations for rating purposes 
require some special training and an appreciation of the requirements 
for adjudicating claims. 

Although the department of medicine and surgery has the basic re- 
sponsibility for providing this supplementary training, claims de- 
partment executives both in central office and in the claims centers 
should participate in this training program to a greater extent to 
develop full understanding and cooperation of the doctors making 
claims examinations. 

Specifically, the claims executives from the claims centers, through 
direct personal contact with doctors responsible for examinations for 
claims adjudication, should indicate the kind of medical information 
that is required by the claims department for rating purposes. They 
should also clarify misunderstandings and explain the claims pro- 
gram and how it functions. Some of this work is being done cur- 
rently, but it should be expanded and intensified. 


(4) Obtain a change in the law affecting claims filed in hospitals 

Doctors in Veterans Administration hospitals, who are primarily 
concerned with treatment of patients, sometimes complain about re- 
quests to perform physical examinations for rating purposes that have 
no connection with the ailment for which the veteran is being treated. 
Closer and more frequent contact between claims executives and the 
doctors will help alleviate this situation. However, some of the exami- 
nations could be eliminated to the benefit of the claims operation, the 
department of medicine and surgery, and the veteran. 

To accomplish this desirable elimination of some examinations will 
require a change in the law which specifies the date on the claim appli- 
cation as the effective date of the claim. The result of this law is that 
veterans entering a Veterans Administration hospital file claims as 
soon as possible. Many of these claims prove groundless because the 
veteran under the skilled care of the doctors recovers and is not enti- 
tled to compensation or pension. 

A change in the law should be obtained which would permit the 
effective date of a claim filed by a patient in a Veterans Administra- 
tion hospital to be the date of entry in the hospital, provided the claim 
is filed before the veteran leaves the hospital. This would eliminate 
many claims filed unnecessarily and many examinations now required. 
It would save the time of both claims personnel and doctors. 


(5) Obtain a change in law to permit less frequent payment of com- 
pensation to veterans with low disability ratings 


Under present laws (U.S. 38, sec. 475) it is necessary to pay com- 
pensation to veterans who are entitled to these payments either month- 
ly or semimonthly. To veterans with high disability ratings who, in 
many cases, are solely de ‘pendent on these compensation payments for 
their support, this provision is important. However, more than half 
(56.9 percent) of all veterans classified as disabled have ratings of 20 
percent or less; 40 percent have 10-percent disability ratings. The 
distribution of veterans by percentage of disability is shown in exhibit 
XXV. The exhibit shows that the preponderance of disabled vet- 
erans, as defined by the law, have disability ratings of 30 percent or 
less, with the largest single group rated 10-percent disability. 
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Many of the veterans with 10- and 20-percent disability ratings are 
regularly employed and do not need to receive their compensation 
checks on a monthly basis. Furthermore, many use their compensa- 
tion checks to pay for Government insurance which can be put on a 
quarterly, semiannual, or annual basis. 

If all of the 10 and 20 percent cases could be paid on a quarterly 
basis, the preparation and processing of more than 9,000,000 checks 
annually could be ohiatnahed The postage savings alone would be in 
excess of $225,000. Elimination of the envelopes and checks and of 
the labor to prepare and reconcile the checks would bring the total 
possible savings to at least $1,000,000 annually. 

To secure at least a part of this potential savings, the Claims De- 
partment should seek a change in the law which would permit less 
frequent than monthly payment of compensation so that no check 
would be issued for less than $45. This would put 10 percent cases 
on a quarterly payment basis and 20 percent cases on a bimonthly 
basis. The revised law should also permit less frequent payment of 
other cases, provided the written consent of the veteran is obtained. 


(6) Make regularly planned spot check of pensioners’ income 


Under provisions of the pension laws, a veteran is not entitled to 
a pension if his income is in excess of $1,000 if he is single and $2,500 
if he has dependents. After the initiail award of the pension, a ques- 
tionnaire is sent to the veteran on the first of each year. On the ques- 
tionnaire, the veteran states, subject to a penalty clause, whether he 
is still disabled and unemployable, what his income was in the pre- 
ceding year and what he expects it to be in the coming year. No affi- 
davits are required in connection with these annual questionnaires. 

Implementing the policy of making a planned check on some vet- 
erans’ pension cases each year, a 6 months’ test should be made to 
determine the relationship of benefits to the costs of investigating the 
cases. A random sample of cases should be selected for ‘investiga- 
tion. If the program then proves to be justified, it should be con- 
tinued as an effective means of discouraging fraud. 
(7) Issue the Schedule for Rating Disabilities in revised form 

The Schedule for Rating Disabilities now in use is in bound book 
form. As a result, adjudication employees add written notes, and 
typed additions to keep their copies up to date. This takes time. 
Furthermore, it may result in errors and in books being incomplete. 

A new edition of the schedule should be issued in loose-leaf manual 
form. All changes and explanations could then be supplied as cor- 
rected pages for the original manual. Steps should be taken to speed 
reproduction of the changes so that these will reach claims centers 
within a few days after the Planning Division of the Veterans Claims 
Service reaches a decision to make a change or changes in the schedule. 

These recommendations for operations apply specific ally to vet 
erans’ claims activities. Additional recommendations which apply 
to this so other services of the Claims Department are included in 


section 4, which follows the next section dealing with dependents’ 
claims operations. 
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3. MINOR CHANGES SHOULD BE MADE IN DEPENDENTS’ CLAIMS OPERATING 
PRACTICES 


Dependents’ claims activities, like those of veterans’ claims, are 
concerned with obtaining evidence needed for proper adjudication of 
individual claims and with reaching sound decisions based on the evi- 
dence. In addition to the highly technical legal-medical aspects of 
operations, there is a tremendous amount of correspondence and cler- 
ical and statistical work. 

Recommendations contained in this section are confined to the non- 
technical aspects of dependents’ claims operations. They are de- 
signed to improve operations and, in some instances, to lower costs. 


(1) Encourage Dependents Claims Division Chief to resolve Depend- 
ents Pension Board disagreements 

Currently, a considerable number of cases in which the Dependents 
Pension Board members are in disagreement are sent to the central 
office Dependents and Beneficiaries Claims Service for review and 
tinal decisions. 

With the organization of claims centers, the Chief of the Depend- 
ents Claims Division should be encouraged to decide cases in which 
the members of the Board disagree. This will reduce the volume of 
cases flowing into the central office. Only when the Division Chief 
cannot decide between opposing points of view should the case be 
sent to central office for an advisory opinion. 

(2) Consider use of part-time medical personnel for dependents pen- 
sion boards 

Whenever the Claims Department has difficulty in finding qualified 
full-time medical personnel for staffing the dependents’ pension 
boards, it should consider the use of practicing physicians who can 
serve on a part-time basis. 

With the organization of the claims centers, Dependents Claims 
Divisions might also be able to draw on the Veterans Claims Division 
for assistance from its medical members. There is a possibility that 
cases Involving determination of service connection could be referred 
to the rating board for adjudication. 


(7) Make V" gularly planned spot checks of de pe nde nts’ income and 
marital status 


The laws now provide that the widow of a deceased veteran is not 
entitled to compensation or pension if she remarries. Furthermore, 
dependents are not entitled to pension payments if their income ex- 
ceeds $1,000 if single and $2,500 if there are other dependents in- 
volved. Frequently, dependents fail to report change in status which 
would disqualify them. In other instances, the dependents may make 
fraudulent statements about income on the questionnaire sent them 
each year by the Veterans Administration. 

Currently, no regular investigations are made to check on the de- 
pendent’s statement. Special investigations are made only in those 
cases in which suspicion has been aroused or information has been 
received indicating that the dependent may no longer be entitled to 
compensation because of a change in status. 

The implementation of the recommended policy to make planned 
spot checks of dependents’ cases should follow the pattern indicated 
for making similar checks in veterans’ claims cases. 
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4, CLAIMS CORRESPONDENCE AND THE HANDLING OF RECORDS CAN BE 
IMPROVED 


The recommendations contained in this section apply to all di- 
visions of the Claims Department but particularly to veterans’ claims, 
dependents’ claims, and waiver of overpayment activities. As has 
been previously indicated, the volume of correspondence in the Claims 
Department is tremendous and time consuming. The following sub- 
sections contain recommendations for improving correspondence and 
reducing its cost. There are also some recommendations on claims 
records. 

(1) Simplify the lanquage used in claims correspondence 

There are indications that many letters written by claims personnel 
are difficult for the average veteran or dependent to understand. 
Some contain legal terms, references to the laws, and explanations 
which the layman finds difficult toanterpret. This is particularly true 
of the letters used to notify a claimant that he has been given a claims 
award or that his claim has been rejected. 

Particularly in those cases in which the applicant’s claim has been 
rejected, the notification should explain the reason why in clear, 
simple language so that the claimant will be able to understand why 
he is not entitled to benefits under the law. Efforts in this direction 
can be effective in reducing Veterans Administration costs by re- 
ducing the amount of correspondence in connection with cases that 
have been adjudicated. Such effort may also be effective in reducing 
the number of cases appealed. 

In improving claims correspondence, the Claims Department should 
develop a sound training program for all of its personnel who write 
letters. Well-written sample letters can be provided as guides. In 
some instances, improved standard paragraphs can be developed for 
use in many of the letters written. 

(2) Extend the use of dictating equipment 

Much of the correspondence work of the Claims Department is ad- 
mirably suited for use of dictating and transcribing equipment; yet, 
generally, little use is made of it. Some Veterans Administration 
field stations visited had very little of this equipment. 

The use of dictating equipment is recommended to reduce the cost 
of correspondence, to make more efficient use of stenographers’ and 
typists’ time and to make possible a reduction in personnel. 


(3) Use automatic typewriters and electronic recording devices 
wherever practical 

Should the Claims Department be able to develop its correspond- 
ence so that many letters can be written as a combination of standard 
paragraphs, automatic typewriters can be used effectively to reduce 
typing costs. These devices produce letters of personally typed ap- 
pearance at considerably lower cost than the hand-typed letter. 

The Claims Department now uses stenographers to record hearings. 
This takes the stenographer away from typing and consumes a sub- 
stantial amount of time. The Claims Department should experiment 
with the use of electronic devices as a means of recording the hearings, 
which can then be typed later if this is necessary. It is reported that 
this has been tried successfully in at least one regional office. 
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(4) Improve C folders in new claims cases 

Review of C folders is a time-consuming operation in the Claims 
Department. Adjudicators and rating-board members have to spend 
much time leafing through the papers contained in C folders to find 
the significant documents upon which to base judgments. This con- 
dition is in part the result of the filing of general correspondence about 
the claim chronologically with the significant papers. 

In new claims cases, the C folder should be set up so that the general 
correspondence is kept separated from the significant papers. Old 
cases will have to be left as they are because the cost of making the 
separation would be prohibitive. 

When a new claim has been filed and letters requesting basic 
supporting data have been sent out, a check list should be attached to 
the claims folder indicating what items have been requested and the 
date of the request. As the items are received, they should be checked 
on the list. Thus the list would show missing items and indicate those 
on which there has been an unnecessarily long delay. This latter in- 
formation should be used as a basis for following up on the source oi 
the missing items. 

The check list would permit determination ef the status of a claims 
development without consuming the time required to examine the 
contents of the file folder in detail. 

A similar check list should be attached to appealed cases so that the 
person preparing the case for transmittal to the Board of Veterans 
Appeals can make certain that all necessary documents have been 
included in the C folder. Currently, the board has the cases checked 
for completeness when they are received in Washington. Frequently, 
cases have to be returned to the adjudication divisions in the field to 
obtain missing documents. ‘The proper time to make these checks is 
when the case is prepared for transmittal to the board by field claims 
personnel. The check list will help to make the review thorough and 
complete. 

(5) Coope rate with other Veterans Administration programs In USE of 
C folders 

The establishment of claims centers will require the transfer of C 
folders from the regional offices, and consequently these will no longer 
be directly available to vocational rehabilitation and education exee- 
utives and to the medical clinics. Likewise, XC folders will no longer 
be housed in the insurance centers, with the result that the insurance 
death claim settlement documents contained in these files will not be 
readily available to the insurance center personnel. 

Although some inconvenience may result from the relocation of the 
C folders and XC folders, no serious difficulties are expected to develop. 
Full cooperation between the claims personnel and the personnel of the 
other programs requiring information from the claims folders should 
minimize the problem. 

The Department of Medicine and Surgery will need to know the 
service-connected disabilities of individual veterans to determine 
entitlement to out-patient service. This information can be provided 
by telephone or teletype. Currently, the Adjudication Division pro- 
vides this information to the clinics by local telephone. 

Vocational rehabilitation and education personnel needs informa- 
tion on service-connected disabilities of veterans as a basis for deter- 
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mining eligibility for special training. This information can be pro- 
vided by claims personnel via teletype, telephone, or mail. If photo- 
static copies are needed, these can be furnished readily. 

The XC folders now contain documents and cor respondence on the 
settlement of insurance death claims. Once such claims are settled, 
the XC folder is referred to in a very limited number of cases. When 
such a need arises, the insurance center may request that the XC 
folder be loaned to it by the claims center that has it or the insurance 
papers may be removed from the XC folder and these may be sent 
for permanent filing at the insurance center. If the amount of in- 
formation required by the insurance center is very limited, the claims 
center could furnish this by teletype or letter. No attempt should 
be made to separate insurance a from all XC folders because 
this would be unnecessary and costly 


(G) Continue the use of the abstract card 

Although some doubts about the value of the claims abstract card 
were raised during the course of the survey, subsequent analysis in- 
dicates that the use of the abstract card should be continued. It 
provides a brief and convenient summary of each claim filed and is 
used as a basis for making statistical studies through punched cards 
and tabulating equipment. 

The abstract card can be used also as a means of starting the re- 
construction of C folders that have been lost or destroyed by accident. 
= also provides a convenient means of obtaining disability informa- 

tion for other Veterans’ Administration programs such as the De- 
partment of Medicine and Surgery and Vocational Rehabilitation 
and Education. 

Although the abstract card takes time to prepare, the useful pur- 
poses to which it can be put appear to justify its continuation. 

Eliminate the intermediate coding operation in claims centers 

With the establishment of the claims centers, it should be possible 
to eliminate the coding that is now done. This coding translates 
information on abstract cards into numbers which key punch oper- 
ators use in preparation of punched cards for tabulating. 

Under the present organizational set-up, the key punch operators 
are usually a part of Administrative Services and are located away 
from the claims operations. Because of this and the desire to main- 
tain control of the abstract cards, the coding sheets are used. 

In the claims centers, the key punch operators should be located 
adjacent to the abstract card files. The code numbers for the various 
disabilities could be inserted on the abstract card to permit the key 
punch operators to punch cards directly from the abstract cards. 


(8) Complete the elimination of the manually prepared statistical 
reports 

During 1951, many field offices were preparing claims statistical 
reports both manually and by tabulating equipment. This was a 
duplication of effort during a period w hen the accurac y of machine- 
prepared statistics was being tested. 

Some stations have already abandoned the manual report as the 
central office Claims Statistics Service executives became satisfied 
with the accuracy of the mechanically compiled reports. Efforts 
should be made to obtain satisfactory machine-prepared reports so 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION S07 


that the manually prepared statistical reports can be completely 

eliminated at all field stations. 

5. IMPROVEMENT IN METHODS AND WORK STANDARDS CAN AID IN REDUCING 
COSTS AND ACCELERATING CLAIMS PROCESSING 


The position of assistant for methods and standards has been in- 
cluded in the central office and also in the claims centers of the Claims 
Department to give emphasis to the importance of a continuing pro- 
gram for improvement of management methods and work standards 
with the objective of reducing operating costs and accelerating the 
processing of claims. The attainment of these objectives will require 
full cooperation of all claims executives. The assistant for methods 
and standards in the central office should provide the leadership and 
guidance required to carry out the program successfully. 

The assistant for methods and standards must recognize that his 
is a staff position and that he does not have authority to make changes 
in operations. His function is to plan a program for the develop- 
ment of new and modified methods and procedures and establishment 
of sound work standards. He needs to sell this program to the other 
claims executives. Finally, he has the responsibility for guiding in- 
stallation of those methods and standards which have been accepted 
and approved. 

To make the program successful, other Claims Department execu- 
tives must recognize its importance and be willing to give whole- 
hearted cooperation and any assistance which may be required in 
studying the Department’s problems, analyzing these and arriving 
at sound solutions. They need to consider suggestions for change 
with an open and objective mind. 

Although the primary responsibility for the program lies with the 
assistant for methods and standards, other members of the claims 
organization should suggest projects for study. They should discuss 
their problems with methods and standards personnel and request 
assistance. The relationship between the two groups should be 
developed so that there is mutual respect and understanding. 

The success of the program in a large measure, however, will depend 
on the strong support given it by the Assistant Administrator for 
Claims. He will need to provide the over-all leadership and to build 
the necessary cooperation between the various claims executives. 

In the following subsections are the more specific recommendations 
which should be followed in the development of the methods and 
standards program. 

(1) Establish a program and schedule of projects 

The methods and standards executives should develop a well- 
rounded program of projects which they believe offer opportunities 
for improvement. This program should be submitted to the execu- 
tives of the other services involved, and a schedule of approved proj- 
ects should be determined jointly. A suggested list of major projects 
which offer such opportunities is shown below: 

1. Development of accurate work standards for: 

(1) Veterans’ claims activities. 
(2) Dependents’ claims activities. 
(3) Budget and finance operations. 
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(4) Administrative services. 
(5) Personnel work. 
Development of details for elimination of present coding opera- 


tions. 

Development of machine methods in processing claimants’ 
accounts. 

Development of program to improve and accelerate corre- 
spondence. 

Development of procedural details with the Insurance ee 
ment for providing information which this Department needs in 
settlement of insurance death claims. 

6. Development of plans for making sample checks of financial and 
marital status of those claimants receiving types of benefits with 
limitations on these factors. 

7. Study of claims folders to determine whether these can be im- 
proved still further. 

Development of new format for Schedule for Rating Disabilities. 

9. Study of application of automatic typewriters and electronic 
recording devices in claims centers. 

(2) Provide adequate controls for methods and standards projects 

Some of the methods and standards projects selected for study 
ean be assigned to individual claims centers for investigation and 
development. The assistant for methods and standards on the As- 
sistant Administrator’s staff should guide the work and should estab- 
lish adequate controls to assure satisfactory progress on the projects 
which have been assigned to the claims centers. 

A Gantt-type progress chart should be established for each project. 
Attached to the chart should be a statement containing the name 
and number of the project, its objective, and the origination date. 
The name of the originator also should be included, together with 
the date started, estimated completion date, the claims center to 
which it was assigned, and the names of the men working on it. Esti- 
mated potential savings and other advantages also should be included. 
A record of the time spent on the project should be maintained and 
the progress chart posted as the work progresses. 

Details of the study and target dates for the completion of the 
various phases of the study should be worked out with the claims 
center executives who are concerned with the project. Once estab- 
lished, the dates should be taken seriously and every effort made to 
complete the work on schedule. 

Once each month, all projects should be reviewed to determine the 

‘urrent status. A suitable progress report should be prepared by the 
assistant for methods and standards in central office for the attention 
of the Assistant Administrator of the Claims Department, who should 
exert pressure on the executives responsible for projects which have 
fallen behind schedule. 

Once a project has been completed, a summary report should be 
prepared which should indicate what has been achieved in compari- 
son with original objectives. Also; estimates of savings and costs 
should be compared with actual savings and costs. 


(3) Guid pilot tests of major methods and proce dures change Ss 
In the development of new methods and procedures, there will be 
number of instances in which pilot tests should be made to check 
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and evaluate various aspects of the proposed changes. Some of these 
tests will involve the use of new or modified equipment and machines. 

All such tests should be guided by the methods and standards execu- 
tives In cooperation with the line-operating executives. Tests should 
be conducted under controlled conditions to assure accurate data and 
sound conclusions. 

Major changes in methods and procedures should not be generally 
adopted until pilot tests have been made. When pilot tests prove 
favorable, a general installation can be made. This testing procedure 
will minimize the chance of costly and embarrassing mistakes. 

(4) Develop sound work standards for Claims Department operations 

Work standards currently used in the claims operation are based on 
past experience and hence should be reviewed to see if their accuracy 
can be improved upon. Accurate work standards are extremely im- 
portant in establishing tables of organization and in judging the per- 
formance of individuals within the Claims Department. 

The basic difficulty in establishing standards for adjudication is 
that individual claims vary in the amount of work they entail. Some 
are very simple while others are complicated; consequently, a single 
standard for adjudication of claims is not possible. It should be 
possible, however, to determine an accurate range of time within 
which most claims can be handled and to determine the number of 
claims that can be processed by a rating board and by an adjudicator 
over a period of a week or a month. 

In est ablishing the revised standards, a detailed operat ional analysis 
should be made. ‘Time values should be arrived at by statistical 
analysis of reports on time usage obtained from a large number of 
individuals in the Claims Department. Time-study techniques should 
be used where applicable. 

Basically, the total amount of work to be done in a Veterans Claims 
Division or a Dependents Claims Division depends on the following 
major ee 

. Number of new claims received and processed. 
2 Number of requests for reconsideration of disallowed cases. 
3. Number of active award cases which have to be reviewed to 
determine whether there has been a change in status and what 
effect this has on entitlement. 
t. Number of incoming letters and other communications which 
require answers. 

The changes that have taken place in the relationship of new 
claims received and the active awards per employee from 1947 through 
1951 are shown in exhibit XXVI. The chart indicates a sharp and 
steady rise in the number of active awards per employee. The in- 
crease in the number of new claims handled per employee is less pro- 
nounced. Development of the improved work standards should in- 
clude an analysis of these factors and their interrelation to provide a 
sounder base for tables of organization than is now available. 


(5) Inaugurate a periodic review of all claims forms 


Methods and standards executives should inaugurate a periodic 
review of all claims forms. Some of this work can be done in con- 
nection with the methods and procedures studies discussed in the pre- 
ceding sections. All forms should be reviewed at least once every 3 
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ExuHIBit XXVI 


VETERANS ADMINISTRATION 
CLAIMS PROGRAM 


RELATIONSHIP OF CLAIMS 


TO NUMBER OF EMPLOYEES 
Jane 1951 


NEW CLAIMS RUNNI 

RECEIVED AWARDS, 

ANNUALLY PER - 
PER EMPLOYEE: EMPLOYEE 
125 500 


ACTIVE AWARDS PER EMPLOYEE 


NEW CLAIMS RECEIVED PER EMPLOYEE 





years. These reviews should be aimed at eliminating unnecessary 
forms, combining others, and improving the format of those that are 
continued. 

One of the claims forms which should have immediate attention is 
the Application for Burial Allowance Form No. 8-530. It is reported 
to be confusing to claimants because it is lengthy and does not clearly 
indicate that a statement of burial expense should be attached. The 
latter deficiency results in extra correspondence to obtain the required 
expense statement from the claimant. To correct this difficulty, the 
form should be revised to show clearly that the form must be accom- 
panied by a statement of burial expenses. 


(6) Keep informed on all equipment which might be applicable to 
claims operations 
Methods and standards personnel should be well informed about all 
types of mechanical equipment that might have application to claims 
operations. This will involve: 
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1. Keeping in contact with manufacturers of machines and 
equipment. 

2. Recognizing the possible application of mechanization in 
connection with methods study, and looking for standard ma- 
chines that might be used or modified for the task or determin- 
ing whether a special machine can be developed for the pur- 
pose. 


Develop a program for improvement of Claims Department 
offices 

Generally, the offices visited during this survey were not well lighted. 
Some were noisy and poorly ventilated. Space allocated to claims 
activities varied from fairly generous to cramped quarters. 

Claims operations do not require extremely large open areas of 
office space for efficient processing, but space should be large enough 
to permit supervisors to see at wor k those responsible to them. A few 
small offices are needed for Rating Board and Dependents Pension 
Board hearings and conferences. 

As a part of methods and equipment improvement activities, the 
methods and standards executives should develop a program of im- 
provement of facilities and working conditions. The program objec- 
tive should be to provide: 

1. Sound lay-out of the claims centers and central office so that 

the working space for each employee will be adequate. 

Modern hghting with 30 to 40 foot-candles of shadowless 
ight 

Acoustical material for suppressing noise in the offices to an 
accept: ible level. Noisy operations and machines should be 
— egated. 

. Bright, cheerful offices properly cleaned and painted. 

». Adequate ventilation with air conditioning for those offices 
where climatic conditions warrant the use of such equipment. 

Neither the claims centers nor the central office has to be ornate or 
elaborate, but both should be adequate to invite good work habits 
among Claims Department employees. Dingy offices like those in 
the Munitions Building provide poor wor king space. The main office 
building of the Veterans’ Administration is little better. Both should 
be scheduled for improvement just as soon as possible. 


6. ADMINISTRATIVE SERVICES IN CLAIMS CENTERS PROVIDE LIMITED 
POSSIBILITIES FOR MAJOR COST REDUCTIONS 


Administrative services to be provided in the claims centers are 
relatively simple and do not afford any great possibilities for reducing 
costs. These activities do require competent supervision for efficient 
operations and should be studied carefully by methods and standards 
personnel to make certain that no opportunities for minor savings are 
overlooked. 

As indicated in chapter V, the Administrative Services Division in 
claims centers will combine mail, telephone, records, and tabulating 
services with supply operations now performed by the Supply Divi- 
sion of regional and district offices. Suggestions ‘for improving sup- 
ply operations at claims centers are included in the following sub- 
sections. 


25735—52——_52 
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(1) Allow supply officers greater latitude in selection of sources of 
supply 
Permitting supply officers to select outside vendors as a source of 
supply when their price is lower than the price of the mandatory 
Government source will save money. Under present regulations, sup- 
ply officers have no choice unless the item is needed on an emergency 
basis and is back-ordered at the supply depot. Local purchases at 
lower cost. should have the further advantage of putting pressure on 
centralized procurement for lower prices. 
(2) Allow the supply officer to approve requisitions for supplies at 
other than re gular issue dates 
The supply officer is in the best position to determine whether the 
privilege of requisitioning supplies at other than the established time 
is being abused. Continued abuse can be reported to the Administra- 
tive Services Division Chief, but it is not necessary for him or the 
claims center manager to approve each requisition. The practice in 


district offices has been to have the district office manager approve 
these. 


(3) Discontinue auditing of supply vouchers in the Supply Section 

The Supply Section’s function should be considered complete when 
it has placed an order for materials or services and these have been 
received. The Budget and Finance Division should be responsible for 
auditing the voucher by comparison with authorizing documents and 
receiving reports. The duplicate audit now performed by the Sup- 
ply Section is unnecessary and should be discontinued. 


7. BUDGET AND FINANCE FUNCTIONS INCLUDE MANY CLERICAL OPERATIONS 


The accounting, auditing, payroll, and benefit-payment activities 
which are the responsibility of the Budget and Finance Service in 
central office and the Budget and Finance Division in the claims cen- 
ters all involve a great many clerical operations. Opportunities for 
reducing the cost of operations are innumerable in this area. Ree- 
ommendations in connection with some of the operations of the budget 
and finance activities in the Claims Department are included in the 
following subsections. ‘The present practices referred to in some of 
these subsections are those currently employed in either regional of- 
fices or district offices or both. 


(1) Prepare operating statements for all major areas of responsibility 

Operating statements, prepared and issued for each major area 
under the control of a responsible executive, will make possible the 
valuation of the executives performance. 
records should be maintained in accordance with organizational re- 
sponsibilities so that the results of each operation may be determined 
and reported on that basis. 


Budgets and accounting 


} 


(2) Establish complete budgets for each operating unit 
Budgets should include all of the costs of operating each unit. In 
addition to the amount needed for salaries and traveling expenses, the 


budget should include amounts needed for equipment, supplies, and 
repairs. 
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This budgeting should be integrated with the accounting system so 
that comparison may be made readily between budget amounts and 
actual expenditures. 


(3) Submit budget and finance report monthly to the central office 

The monthly report should include financial data on all organiza- 
tional elements in the claims center. Finance divisions of the regional 
and district offices currently issue a semimonthly report. This report 
adds to the work of the division while serving no useful purpose for 
control and hence should be discontinued. 

(4) Create a single set of accounting records for budgetary, general, 
and cost accounts 

To eliminaté the double and sometime triple recording of the same 
data, a single set of accounting ledgers and records should be devel- 
oped from ‘which accounting, budget , and cost statements can be pre? 
pared. Proper use of control and subsidi: ary ledgers would permit the 
preparation of the required reports from ‘ledger trial balances. In 
fact, by arranging the report forms in the same order as the ledgers, 
it is possible to use the trial balance as the original draft of the reports 
at the end of the month. 

There should be recorded in this set of accounts not only the cash 
transactions, as at present, but also accruals for materials received but 
for which vouchers have not been audited and cost of inventory items 
used. Payroll costs should be analyzed at the time of the preparation 


of the payroll and distributed to expense accounts as required for 
budget and cost purposes. 


(2) Modify payroll practice to reduce costs 


Present practice provides for payment of all employees every other 
week and on the same day. In a large field station, this practice cre- 


ates peak workloads in the payroll section. To correct this situation, 
the employees shall be divided into two approximately equal 
groups and each group paid in alternate weeks. If the station is 
unusually large, it may be deaktabite to stagger pay days within each 
week to level the workload further. This should enable the e mployees 
accounts section to operate with fewer employees. 

(6) Establish a cycle plan of bene jit payments 

Present operating practice is to make benefit payments at the end 
of the month for which the claimant is entitled. ‘This not only creates 
peak workloads in the Beneficiaries Accounts Section within the Vet- 
erans Administration but also affects the Treasury Department, which 
prepares the payment checks. 

To correct this condition, the Claims Department should adopt a 
plan of distributing payments uniformly through the month by 
means of a cycle payment plan. Each day, under such a plan, a 
different group of veterans and dependents would be paid but all 
of the payees would receive their checks at monthly intervals. ‘To 
obtain the necessary distribution throughout the month, claimants 
could be paid on the day of the month corresponding to that on which 
their benefit award was made. This device should provide satis- 
factory distribution of the work in the Beneficiaries Accounts Section. 
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To make the plan effective, claimants would be sent checks for the 
number of days intervening between the end of the month and their 
new payment date. These checks should be accompanied by a simple, 
clear explanation of the plan and statement indicating that the 
claimant’s regular monthly checks will arrive approximately on the 
new date each month thereafter. 


(7) Establish controls over beneficiary accounts to simplify payment 
procedure 

In the checking of monthly payments to beneficiaries, payment list- 
ings submitted by the Treasury Department are compared with in- 
dividual award account cards to determine that the check amount 
agrees with the record. This time-consuming task is performed for 
each payment even though the greatest proportion of the accounts 
remain the same period after period. This is a costly procedure which 
delays the release of checks to beneficiaries. 

To simplify this procedure, control amounts should be established 
for the accounts maintained by each clerk. Comparison of the sum- 
mary amount on the payment listing with the control total would 
enable the clerk to determine quickly whether the details required 
checking to reconcile the totals. Control amounts, of course, would 
have to be maintained in current condition so that they would re- 
flect all the changes in the detailed account cards during a period. 
New or changed account cards could be tabbed and checked individ- 
ually if necessary. 

Although it is recognized that offsetting errors can exist in a series 
of individual accounts, the frequency of occurrence of this condition 
and the end result of its happening are such that the calculated risk 
should be taken and dollar controls established to reduce the cost of 
and to simplify a very cumbersome procedure. 


(8) Limit the amount of auditing done on records 


The auditing and reauditing of records is a time-consuming and 
wasteful procedure. Once an audit of a record has been made and 
rechecked, there should be no further auditing of the old entries on 
the record. The last entry audited should be noted on the record, and 
any future audits should be limited to those entries not previously 
checked. Innumerable successive audits cannot produce results in 
recoveries and prevention of overpayments commensurate with the 
cost. 

(9) Reimburse petty cash fund only when necessary 

The present practice of reimbursing the petty cash fund weekly, 
often for small amounts of money, is needless. It is a waste of time 
for the finance officer and one of his executives to audit the petty cash 
fund every week. 

Reimbursement of the petty cash fund only when necessary will 
save time and keep the operation in compliance with Treasury De 
partment regulations. An audit of the petty cash fund made monthly 
should be adequate for good control. 


(10) Make estimate on petty cash purchases once each month 
Currently, the Supply Division must estimate obligations to be 

incurred through petty cash purchases each week. This practice also 

makes it necessary for Budget and Finance Division executives to 
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obligate the allotment and to adjust the unused portion of the obliga- 
tion once each week. 

If the estimates were placed on a monthly basis, the work involved 
would be reduced to one-fourth of its present volume. A monthly 
estimate would be adequate for budget purposes. 


8. ESTABLISHED POLICIES AND PRACTICES SHOULD BE FOLLOWED IN CLAIMS 
DEPARTMENT PERSON NEL OPERATIONS 


Claims Department personnel operations should be conducted in 
accordance with general policies and procedures adopted for the 
Veterans Administration. Recommendations on these are included 
in volume II] of this report. 

The assistant for personnel on the staff of the Assistant Admin- 
istrator for Claims should have responsibility for review of position 
descriptions within the Claims Department. Currently, this work 
is reported to take the time of several persons on the central oflice 
personnel organization staff. The assistant for personnel in the claims 
operations will require a small staff to cover this responsibility for 
review of position descriptions. 

* * * * = . > 


This chapter of the report has presented operational considerations 
and recommendations. ‘The nature and scope of the Veterans Ad- 
ministration’s claims program, its policies and organization, together 
with acompanying recommendations, have been discussed in preceding 
chapters. The following chapter, which closes this volume, provides 
a schedule for the installation of the recommendations. 


VIL. Scuepute or INsTrALLATION 


There are important benefits available to the Veterans Administra- 
tion through prompt adoption and installation of the program pro- 
posed for the Claims Department. Delay in installation will post- 
pone savings and other benefits dependent upon the recommended 
policy, organization, and operations changes. 

To make the Claims Department installation program effective, it 
needs to be synchronized and coordinated with the basic schedule of 
installation of the entire Veterans Administration. Like this pro- 
gram, the installation schedule for the Claims Department should 
provide for five phases covering a period of approximately 11 months. 
The five phases of the installation program are summarized below. 

Phase [1—Preliminary preparation—This should include review 
and discussion of the report with key executives in the Claims De- 
partment, the selection and indoctrination of the Department instal- 
lation officer, and the determination of recommendations to be included 
in the program of installation. 

Phase Il—Installation planning—During this phase of the instal- 
lation, selections of executives to staff the new organization should be 
inade; new or modified positions classified, space, facilities, and per- 
sonnel requirements determined ; and new or revised methods and pro- 
cedures developed as required. 

Phase I11—Central office reorganization —Changes in central office 
organization and operation planned in phase IT should be effectuated 
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during this phase of the work. This should include transfer of cen- 
tral office operations to the Washington claims center. 

Phase IV—Field office orqganization—This should involve the estab- 
lishment of at least one claims center, other than at Washington, as a 
pilot study to establish a pattern for later establishment of the other 
centers. It should also include pilot or test applications of new pro- 
cedures and methods of operation. 

Phase V—Operational follow-up—A review of the installation to 
assure completeness and to develop any changes or modifications which 
experience indicates are advisable should complete the installation. 


Details of the proposed program of installation are included in the 
following sections. 


1. PRELIMINARY PREPARATION 


The Assistant Administrator of the Claims Department should be 
assigned responsibility for directing and controlling the installation 
of recommendations within the Claims Department in accordance with 
the over-all installation schedule for Veterans Administration, 

In turn, the Assistant Administrator should appoint an installa- 
tion officer for the Department to maintain liaison with the installa- 
tion coordinator on the Administrator’s staff. The duties of the in- 
stallation officer with regard to the internal installation within the 
Claims Department should be similar to those that the installation 
coordinator has for the entire installation. This would include de- 
velopment of stafling patterns, personnel requirements, procedural] 
changes, facilities requirements, and control over the various instal- 
jation projects. 

After the installation officer is selected, decisions concerning the 
specific recommendations to be included in the installation should be 
made. At this point meetings should be held with key claims execu- 
tives in central office and field stations to present the proposed organi- 
zation and operational changes. 


2. INSTALLATION PLANNING 


The detailed steps to be taken in phase IT in planning for the instal- 
lation are presented below. 

(1) Select and appoint individuals for each key position. The 
abilities and personal characteristics of the present incumbents of key 
positions should be reviewed carefully to determine capacity to fulfill 
added or revised responsibilities and adaptability to the new manage- 
ment philosophy of operating under a decentralized plan of organi- 
zation with line and staff functions clearly segregated. 

(2) Make known to the entire Claims Department personnel the 
moves to be made in key positions and the individuals to be appointed 
to key positions. 

(3) Organize the activities of the assistant for personnel so that 
he may assist in the revision of job descriptions and classifications 
required by the installation. 

(4) Revise position descriptions of all key jobs in the Claims Depart- 
ment as required by the recommended organizational changes; classify 
these according to Civil Service Commission regulations. 

(5) Prepare revised organization charts and manual pages for 
MECH. 
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(6) Appoint the assistant for methods and standards so that he 
may assist in the development of new operating procedures required 
by the installation. 

(7) Develop revisions of procedures where this is necessary. 

(8) Determine, obtain, and prepare lay-outs for physical facilities 
required by the Claims Department to place the recommendations in 
effect. 

(9) Hold a series of discussion meetings with both central office and 
field station executives to assure complete understanding of the man- 
ner of operating under the new plan. 

(10) Place responsibility with each executive to effect the installa- 
tion of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Claims Department whose assistance is needed in the installation of 
operating recommendations. 


CENTRAL OFFICE REORGANIZATION 


Once the planning for the Claims Department installation program 
has been completed, steps should be taken to put the program into 
operation. The following sections indicate the major actions required. 

(1) Transfer insurance death claims from dependents and benefi- 
ciaries claims to the Insurance Department: Three major steps are 
necessary in the transfer of insurance death claims settlements from 
Dependents and Beneficiaries Claims Service and divisions to the 
Insurance Department. The first of these, the development of pro- 
cedures to provide for the flow of information and other necessary 
data to the Insurance Department, is included in phase II. The sec- 
ond step, that of est: ablishing responsibility for settlement of insurance 
death claims with the Insurance Department, should be taken during 
phase III. The third step, the actual transfer of dependents claims 
divisions from insurance centers to claims centers, should be deferred 
until phase LV. 

2) Organize the budget and finance service: The executives of this 
service should be appointed at this time and the department organized 
and staffed. Ledgers, accounts, and records pertaining to accounting 

budget, payroll, and benefits for claims operations should be trans- 
ferred from the Budget Service and the Finance Department. Claims 
Statistics Service functions, w ith the exception of abstract and coding 
activities, should be transferred to and integrated with this new 
service, 

(3) Organize the activities of the Assistant for Administrative 
Services. 

(4) Select and appoint the Claims Operations Manager. 

(5) Organize the Washington Claims Center according to the pro- 
posed ph in of organization. 

Appoint a claims center manager and make him responsible 
to the Claims Operations Manager. 
Transfer the Central Office Claims Division and Adjudica- 
tion Division to the Washington Claims Center. 
Transfer abstract and coding activities from the Claims Sta- 
tistics Service to the Washington Claims Center. 
4. Establish a Committee on Waivers: Transfer jurisdiction of 
waiver cases involving less than $500 originating in the central 





818 | MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


office from the Central Committee on Waivers and Forfeitures 
to the Washington Claims Center. 
5. Organize the Claims Center Budget and Finance Division. 
(1) Transfer the beneficiaries’ accounts from the Finance 
Department of the Veterans Administration. 
(2) Set up accounts for the claims center. 
Establish Administrative Services Division. 
(1) Transfer responsibility for central office C folder and 
XC folder files from Contract and Administrative Services. 
(2) Organize the required tabulating operation. 
(3) Establish the recommended Supply Section. 
7. Organize Claims Center Personnel Division. 
8. Appoint and organize activities of the Assistant for Methods 
and Standards of the Claims Center. 
(6) Realine organizations of Veterans Claims Service, Dependents 
Claims Service, and Committee on Waivers and Forfeitures. 
(7) Develop clear statements of policies as recommended in chapter 
II and plans to implement them. 


4. FIELD OFFICE REORGANIZATION 


Installation work in the field includes both the establishment of 
organization and the initiation of new and revised procedures. The 
sequence of installation is indicated below. 

(1) Organize a Pilot Claims Center at 1 of the 10 locations of pro- 
posed claims centers other than Washington. 

Appoint a Claims Center Manager and make him responsible 
to the Claims Operations Manager. 
Obtain and prepare space and facilities. 
3. Organize Technical and Staff Divisions. 
4. Determine and select staff. 
Transfer adjudication and related staff operations from 
regional offices in the territory assigned to the Claims Center. 
Transfer dependents’ claims for the territory assigned from 
the Insurance Center involved. 
(2) Install operating recommendations. 


VETERANS’ CLAIMS 


. Rotate Rating Board members___------~------- _.... Start first month. 
2. Develop a better understanding of claims requirements Do. 
with Department of Medicine and Surgery. 
3. Issue the Schedule for Rating Disabilities in revised Do. 
form. 
. Have Rating Board members rate cases independently - Start second month. 
. Make regularly planned spot checks of pensioners’ in- Do. 
come oni nei wn tes Sp “ Son ~<a 
>. Obtain change in the law affecting claims filed in Start third month. 
hospitals, 
. Obtain change in the law to permit less frequent pay- Do. 
ment of compensation to veterans with low disability 
ratings. 
DEPENDENTS’ CLAIMS 


. Revise application for burial allowance form Start first month. 
2. Encourage Dependents Claims Division Chiefs to resolve Start second month. 
Dependents Pension Board disagreements, 
3. Experiment with use of part-time medical personnel for Do, 
Dependents Pension Boards. 
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DEPENDENTS’ CLAIMS—continued 


. Make regularly planned spot checks of dependents’ in- 


come and marital status. 


CORRESPONDENCE AND RECORDS 


. Complete elimination of the manually prepared statis- 


tical reports. 


2. Improve correspondence. 
3. Extend use of dictating equipment 


. Eliminate 


. Use automatic typewriters and electronic rec ording de- 


vices wherever practical. 
Improve C folders in new claims cCases_______----_____~ 
intermediate coding operation in claims 
centers, 
METHODS AND STANDARDS 


. Establish a program and schedule of projects 


2. Provide adequate controls for methods and standards 


3. Guide pilot 


. Keep informed on all 


. Develop program for 


_ Allow 


projects. 


tests of major methods and procedures 


changes. 


. Develop sound work standards for Claims Department 


operations, 
Inaugurate periodic review of all claims forms__- 
equipment which might be 
plicable to claims operations. 


improvement of claims Depart- 


ap- 


ment offices. 
ADMINISTRATIVE SERVICES 
supply officers greater latitude in selection of 
services of supply. 
Allow supply officers to approve requisitions for sup- 


plies at other than regular issue dates. 


8. Discontinue auditing of supply vouchers in the Supply 


9, 
10. 


. Modify payroll practice to reduce costs_—- 


; Make 


Section. 


BUDGET AND FINANCE 


. Prepare operating statements for all major areas of 


responsibility. 


. Establish complete budgets for each operating unit____ 
. Submit budget and finance report monthly to the central 


office. 


. Create a single set of accounting records for budgetary, 


general and cost accounts. 

Limit the amount of auditing done on records 

Reimburse petty cash fund only when necessary 

estimates on petty cash purchases once 
month. 

Establish a cycle plan of benefit payments 

Establish dollar controls for beneficiary account cards 
to facilitate audit of checks. 


each 


(5) Establish eight other claims centers 


erly, 


as rapidly as space and facilities can be obtained. 


5. OPERATIONAL FOLLOW-UP 


819 


Start second month. 


Start first month. 
Do. 

Start second month. 
Do. 


Do. 
Start third month. 


Start first month. 
Do. 


Do. 
Do. 


Do. 
Do. 


Do. 
Start first month. 
Do. 


Do. 


Start first month. 


Do. 
Do, 


Do. 


Do. 

Start second month. 
Do. 
Do. 


Start third month. 
Do. 


After the initial pilot center is established and is operating prop- 


the other claims centers should be organized and est: ablished 


After the recommendations have been placed in effect or action on 
long-term projects has been initiated, the complete installation should 
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be reviewed to determine the advisability of modification or alteration 
of any of the recommended changes. 

The recommendations contained in this volume are designed to 
reduce operating costs and to improve service to veterans and the 
dependents of deceased veterans. Responsibility for the entire claims 
program will be placed squarely on the shoulders of the Assistant 
Administrator for Claims. He will have full authority over all of 
the operating and management functions required in connection with 
the operation of the program. He will have direct control over claims 
activities in the field as well as in central office. 

With his broadened responsibilities and authority, the Assistant 
Administrator will be in a position to strengthen the claims organi- 
zation by generating more effective teamwork and cooperation among 
the claims personnel. This will also provide a foundation for improv- 
ing the morale of the entire consolidated organization. 

Separation of operations from the staff function of policy making 
and planning will free central office executives for concentration on 
these important activities which are the foundation for sound and 
efficient operations. 

Consolidation of claims operations in 10 claims centers will bring 
all claims adjudication for both veterans and dependents together 
at these centers with resulting improvement in service and in uni- 
formity of adjudication. 

The favorable effect of such factors as sound organization, coop- 
erative effort, teamwork, and employee morale upon the quality of 
service and the cost of operation cannot be measured in units of time 
or dollars of savings. Nevertheless, the impact is great and the effect 
far-reaching. 

Substantial reductions in administrative costs will result from the 
recommended procedural and organizational changes, particularly 
from the consolidation of the far-flung adjudication activities at 10 
claims centers. While the desirability. and importance of these sav- 
ings should not be minimized, the great advantage which will accrue 
from the consolidation, to Veterans Administration, to veterans and 
their dependents, and to the taxpayers, will be the greater assurance 
that cases will be decided with objectivity of analysis, uninfluenced 
by outside pressures, that uniformity of decision will be maintained 
under qualified direction and that every worthy veteran and dependent 
will receive fair and equal treatment. 
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VOCATIONAL REHABILITATION AND EDUCATION 
PROGRAM 


Foreworp 


This volume of the report on Veterans Administration is devoted 
to the vocational rehabilitation and education program which is car- 
ried on ae provisions of Public Laws 16 and 346 of the Seventy- 
eighth Congress. The present organization and operation of this 
program are described nid recommendations for improvements in 
both are presented in this volume. These are designed to strengthen 
the organization, simplify operations, improve service to veterans and 
substantially reduce the administrative costs of the program. 

The volume contains six chapters, in the first of which the nature, 
history, and scope of the vocational rehabilitation and education pro- 
gram are described from the program’s first appearance during World 
War I to the present day. 

Major problems of basic policy which need to be recognized in ef- 
fectuating improvements in the future are discussed in chapter IT. 

Chapter IIT contains a description of the present plan of organ- 
ization through which the program is carried out. Recommendations 
for improvement in it are presented in chapter IV. 

Discussion of program operations and recommendations for their 
improvement are included in chapter V. The last chapter presents a 
schedule of installation for implementing the recoramended changes 
in organization and operations. 

The purpose of the vocational rehabilitation and education program 
is twofold. It is designed to rehabilitate disabled veterans so that 
they may return to civ ‘ilian life as stable and useful citizens. Tt also 
prov ides opportunity for all veterans to complete their normal educa- 
tion or training interrupted by their service. 

Vocational rehabilitation and education is a rapidly diminishing 
program. For most veterans, time limits on the availability of its 
benefits have expired. Under present laws, the educational program 
will be virtually completed in phe of 1956. It has been, however, 
and still is a tremendous undertaking. From its inception in 1943 
through the calendar year 1951, applic ations for benefits totaled 11,- 
$14,000. Of these applicants, 8.566.000 had entered training and 
more than 993.000 had completed training. The cost of this program 
to that date was $15,125.645,000. 

At the peak, in December 1947, there were 2,801,000 veterans in 
training. At the end of 1951, there were still 1.492.000 in training. 
Current costs approximate $1,500,000,000 annually. Upon its com- 

pletion, the program will have cost about $20,000,000,000. There is a 
trong possibility, however, that the program or some modification 
of it will be extended. Vocational rehabilitation for disabled vet- 
erans of Korea is already in operation. Some counterpart of the 
educational program is expected to emerge from the present session 
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of Congress. On the basis of World War II experience, the Korean 
conflict. alone could produce over 2,000,000 veteran trainees and cost 
more than $3,250,000,000 in educational benefits. 

Veterans Administration has achieved considerable success in 
carrying out its fundamental responsibility for providing vocational 
rehabilitation and education to veterans. Well over half the veterans 
of World War II have had or are getting the training provided for 
by Public Law 16 or Public Law 346. This achievement is remark- 
able considering the obstacles which have been placed in its path. 

Faced with an overwhelming influx of veterans seeking training 
benefits, an immediate expansion in operations and a tremendous i in- 
crease in staff, Veterans Administration was handicapped in adminis- 
tering the program by frequent and unanticipated changes in legisla- 
tion, “inadequate training facilities, groups of unduly sel f- interested 
people, and drastic, recurring changes in the agency’s over-all organi- 

zational structure. 

As might have been expected under those circumstances, there were 
inefficiency, waste, indiscretions on the part of some employees, and 
even fraud on the part of schools and individuals outside Veterans 
Administration in several phases of the program’s operations. It 
should be clearly understood, however, that most of these situations 
have been uncovered and corrected through the years by the agency’s 
own efforts; that many of them could not be corrected under the law 
as it was originally written; and that current criticisms of the pro- 
gram from outside sources are largely hindsight. 

Currently, direct administrative responsibility for the vocational 
rehabilitation and education program is divided between an Assistant 
Administrator, whose formal authority is restricted to policy develop- 
ment and planning for the entire program and to direction of the 
work conducted at ‘central office, and regional office managers, who re- 
port directly to the Deputy Administrator and who are responsible 
administratively for vocational rehabilitation and education opera- 
tions in the field. Regional office managers’ control over the program 
is limited, however, because the technical aspects are specified and 
guided from the central office. 

Asa result of this organizational structure, vocational rehabilitation 
and education benefits ¢ are furnished from 70 widespread and separate 
operations of varying size administering the program under varying 
geographic and economic conditions. There are no intermediate offi- 
ces to assist in their direction and coordination. Management direc- 
tion is, therefore, conducter almost entirely through mandator y direc- 
tives and instructions supplemented by continuous and detailed proce- 
dural inspections to assure that benefits are being administered uni- 
formly throughout the country. 

Initiative and judgment on the part of field executives are mini- 
mized by this organization plan and manner of operation. Decisions 
are constantly referred to central office. Voluminous correspondence 
is generated. These and other disadvantages resulting from the 
present plan of organization have detracted from the service to 
veterans. 

An integral part of the process of providing the benefits to vet- 
erans—the payment of subsistence, tuition, and supplies—is not under 
the direction and control of vocational rehabilitation and education 
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personnel, Thus, the Administrator cannot hold any one executive 
accountable for the complete program nor for the complaints directed 
toward it. 

Within the vocational rehabilitation and education organization, 
the functions of planning, statistics, and field supervision are dis- 
persed among the four program services. This detracts from the 
effectiveness of such effort and requires an excessive amount of co- 
ordination to obtain desired results. 

The nature of the field operations of the program requires wide 
dispersion of those employees engaged in certain phases of the work 
which necessitate direct contacts with veterans and training institu- 
tions. It does not require comparable dispersion of administrative 
functions in which the great majority of the employees are engaged. 
In fact, dispersion of these functions among 70 offices interferes with 
good administration and needlessly increases its cost. 

The recommendations contained in this report are designed to 
correct the foregoing conditions. When installed these recommenda- 
tions will increase operating effectiveness, facilitate administration 
of the program, and reduce costs. The more important of these ree- 
ommendations are summarized below. 


1. ORGANIZATION RECOMMENDATIONS 


(1) Give clear and full authority over the vocational rehabilitation 
program to the Assistant Administrator—This will eliminate the 
divided responsibility for the program that currently exists and will 
enable the Administrator to hold the Assistant Administrator fully 
accountable for results. 

(2) Establish ai Assistant for Pe rsonnel, a Budqet and Finanee 
Service, and an Or ganization and Methods Service. —This will pro- 
vide the Assistant Administrator with the staff services necessary for 
effective operations and will consolidate present functions dispersed 
through the program services. 

(3) Establish a Research and Evaluation Service- -This service is 
recommended to provide for evaluation of program results as an aid 
to future planning and to considerations of basic policy. 

(4) Establish an ope rations 1 manager to direct fle ld ope rations. 
Such an executive is needed to provide closer direction and control 
of the field operations. 

(5) Consolidate adminéistration in the field into 14 vocational reha- 
bilitation and education centers —This will bring administration of 
the operations in the field together into a limited number of locations 
where operating costs can be minimized and better administrative 
direction and control can be exercised. 

(6) Establish a Budget and Finance Division in each center.— 
Finance functions for payment of subsistence, tuition, and supplies 
should be transferred to this Division. 

(7) Transfer advisement and quidance functions in hospitals to the 
Vocational Rehabilitation and Education Department—This will 
bring responsibility for all advisement and guidance under direction 
and control of the Department. 


” 
ve 
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2. OPERATING RECOMMENDATIONS 


(1) Revise methods of planning —This places basic planning in the 
field where local knowledge of conditions exists and more realistic 
plans can be made. 

(2) Simplify essential operating controls—Under the proposed 
plan of organization, highly centralized control, which characterizes 
the present operations, should be decentralized to field executives. 
Simple and effective means of direct control are outlined in detail in 
the text. 

(3) Deve lop adequate qualifications standards and a sound plan 
of performance rating —One of the mi: ior problems of the operation 
is that of obtaining fully qualified staff. These recommended actions 
are basic to the solution of this problem. 

(4) Initiate improved system for obtaining OCC upational 7 informa- 
tion. The suggested method will assure full and adequate collection 
und consolidation of occupational outlook information. 

The installation of these recommendations, together with their 
corollary proposals presented in detail in this volume, will facilitate 
administrative direction and control and will reduce substantially the 
cost of operating the program. 

Consolidation of responsibility for all program operations with the 
Assistant Administrator will provide him with the necessary authority 
and with the necessary management and services to retain and, in some 
instances, to improve the quality of service to veterans. 

The proposed plan of organization establishes a strong, integrated 
department for the administration and operation of the vocational 
rehabilitation and education program. It establishes a direct line of 
operating authority between central office and field stations which 
should materially facilitate action and simplify coordination of voea- 
tional rehabilitation and education activities. It provides for the 
continuation of the technical activities of the program at widely dis- 
persed locations throughout the field to provide effective service to 
veterans. At the same time it consolidates administrative functions, 
not requiring contact with veterans, in 14 centers. This consolidation 
will result in more effective utilization of personnel and in greater 
uniformity of judgment, with consequent improvement in work 
quality and results. It will enable Veterans Administration to take 
full advantage of specialization under highly qualified administrative 
direction. 

Saving in costs through effective implementation of these recom- 
mendations is considerable. Establishment of the 14 centers will 
reduce administrative expenses by an estimated $4,050,000 annually. 

Although cost reduction is an important factor, improved admin- 
istration of the program resulting from clarification of responsibility 
and authority is of even greater importance in its effect on the qui ality 
of service to veterans. 


I. Nature anp Scorr oF THE ProGrRam 


The Administrator for Veterans Affairs is responsible for admin- 
istering a program for the vocational rehabilitation of disabled vet- 
erans of World War IT and Korea in accordance with the provisions 
of Public Law 16, Seventy-eighth Congress, March 24, 1948, as 
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emended and extended, and a program for the readjustment education 
and training of all veterans of World War IT in accordance with the 
provision of title II, Public Law 346, Seventy-eighth Congress, June 
v2, 1944, as amended and extended. 

The conduct of these programs is delegated to an Assistant Admin- 
istrator for Vocational Rehabilitation and Education, who either 
directs or exercises functional superv ision over approxim: itely 6,000 
Veterans Administration employees engaged in the programs. 

The present program began in M: rch of 1943 with the passage of 
Public Law 16, but the provisions of that law and the characteristic 
features of its administration stem directly from earlier legislation 
dating back to-October 1917. 


1. THE FIRST REHABILITATION PROGRAM 


While World War I was still in progress, the War Risk Insurance 
Act was passed on October 6, 1917. In section 304 of the act, a pro- 
vision was included that required disabled servicemen, under certain 
conditions, to take courses for vocational rehabilitation with the alter- 
native of losing their right to ¢ ompe ‘sation. The or iginal obje ctive, 
therefore, was to reduce the number of veterans requiring pe nsion by 
furnishing them with vocational training. No appropriation of funds 
was made, however, and the provision remained inoperative until 
repealed by the Vocational Rehabilitation Act. 

The Vocational Rehabilitation Act of June 27, 1918, provided that 
disabled veterans who were unable to carry on gainful employment 
were to be furnished, if feasible, vocational training without cost and 
with special maintenance allowances; and disab led veterans whose 
disabilities did not prevent them from returning to their former occu- 
pations, but who were entitled to compensation under the War Risk 
Insurance Act, were to be furnished vocational training without cost 
but with no special maintenance allowances over and above their dis- 
ability allowances. 

The Federal Board for Vocational Rehabilitation was responsible 
for administration of the program. This Board, created on February 
23. 1917, had been supervising the rehabilitation of persons disabled 
in industry carried on by States aided by Federal grants and had not 
been concerned with war veterans. 

Under its new responsibilities the board determined the need and 
feasibility of veteran training; prescribed courses and placed the vet- 
eran in training; paid all special allowances and expenses including 
travel, lodging and subsistence; supervised the training supplied; and 
placed trainees in suitable occupations when rehabilitated. For those 
veterans not vocationally handicapped it furnished training without 
cost to the veteran. 

In the first 5 or 6 months after the act was passed, relatively few 
disabled men were discharged and the Board was mainly concerned 
with the organization, study, and preparation of the Vocational Re- 
habilitation Service. After the armistice, particularly in the early 
months of 1919, disabled men were discharged unexpectedly at an 
average rate of over 23,000 per month. 

The Bureau of War Risk Insurance, which was responsible for 
determining the compensability of disabled men, was unable to keep 
up with the workload. Conse quently, the Federal Board, whieh could 
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act only after determination of compensation, was unable to provide 
training to the extent necessary. 

Under the tremendous pressure for training that developed from 
veterans, the Board liberalized interpretations of the law and pro 
vided preliminary training prior to compensation determination. It 
also administered a loan fund, supplied by a private fraternal order, 
to tide disabled men over until compensability should be determined. 

An amendment to the June 27, 1918, act, dated July 11, 1919, pro- 

vided that all payments to veterans in training were to be made by 
the Federal Board. However, upon completion of training, veterans 
were to return as beneficiaries of the Bureau of War Risk Insurance 
in order to resume receipt of compensation. Many hardships were 
caused veterans by the resultant delays in transfer of jurisdiction. 
Hen e, in 1920 an agreement was reached whereby the Federal Board 
would notify the Bureau by telegraph of discontinuance of training 
so that compensation could be resumed immediately in cases where 
veterans had permanent rating, had recent temporary rating, or were 
in hospitals for service-connected disability. 

The Board’s operations were centralized i in Washington, necessitat- 
ing long lines of communication and supervision. The resultant de- 
lays and inconveniences to veterans brought the Board under criticism 
by veterans, veterans’ organizations, and the public in general. 

Beginning in December 1919 and continuing through October 1920, 
the Board carried out a program of decentralization which resulted 
in delegating to local offices authority to provide training in courses 
requiring less than 2 years for completion and to district offices au- 
thority for determining eligibility and for providing training up to a 
maximum of 4 years at a cost not to exceed $500 per year. These 
arrangements appeared to solve much of the previous criticism leveled 
at the Board. 

As a result of the Dawes Commission report, the Veterans Bureau 
was established by law on August 9, 1921. This Bureau was a combi- 
nation of the Bureau of War Risk Insurance, the Vocational Rehabili 
tation Division of the Federal Board, and part of the Public Health 
Service concerned with ex-servicemen. A Rehabilitation Division was 
established in the new Bureau to award and supervise training and to 
secure employment for rehabilitated trainees. 

Under the new plan of organization, by June 1924 the central office 
had become a policy-making group, concerned with functions designed 
to maintain uniformity of service and compliance with official polic: V. 
The district offices were responsible for determination of eligibility, 
and subdistrict offices for approval and provision of training to ‘eligible 
veterans. 

These arrangements for conduct of the program continued in suc 
cessful operation until the termination of the program on June 30, 
1928. 

The net results of this first rehabilitation program are shown as 
exhibit I, which indicates that of the 329,969 applicants registered for 
the program, 179,515 entered training. Of these, 128,747 were re 
habilitated or completed the course of training. The program cost 
slightly over $644,000,000. However, the Veterans Bureau estimated 
that the program resulted in an average reduction of 50 percent in 
the disability compensation payments to veterans undergoing rehabili 
tation tramnmeg., 
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Exurpsir I.—Veterans Administration Vocational Rehabilitation and Education 
Program—Vocational Rehabilitation for World War I Veterans, June 27, 1918, 
to June 30, 1932 


Applicants registered- a eet teen ; : _ 329, 969 
Applicants entered __-_-~~-~- Lake wie toil ‘ 179, 515 
Complete! training courses : 

Rehabilitated and employable by reason of training 

Classified as “completed” 


Objective of training: 
Agriculture —_- 
Iixtracting minerals 
Manufacturing and mechanical industries 
Transportation 
Trades 
Pubiie service- 
Professional service — 
Domestic and personal service- 
Clerical occupations —~ eiscased 
Special students (including Braille and speec h correc tion, ete. ) 


Net disbursements, $644,019,720.78. 


Sources : Disbursements compiled from Administrator of Veterans Affairs, Annual Report 
1932, pp. 153, 156. Other data from Director of Veterans Bureau, Annual Report. p. 3: 


After the termination of the World War I rehabilitation program, 
the rehabilitation functions of the Veterans Bureau practically ceased. 
The Veterans Administration, established in July 1930, did not pro- 
vide for vocational rehabilitation in its original organization. 


2. THE PRESENT REHABILITATION PROGRAM 


The first sign of a rebirth of the vocational rehabilitation program 
appeared on November 13, 1942. When President Roosevelt signed 
the amendment to the Selective Service Act calling for the induction 
of young men 18 and 19 years old, he appointed a committee of educa- 
tors, under the auspices of the War and Navy Departments, to study 
the problem of education and training for service men and women 
returning from war. <As a result, Public Law 16, Seventy-eighth 
Congress, was passed on March 24, 1943, providing for a program 
for rehabilitation of disabled veterans of World War II to be admin- 
istered by the Veterans Administration. 

This law re-established the World War I program for disabled 
veterans of World War II, including determination of need; prserip- 
tion of suitable training; the $ 500,000 revolyi ing loan fund; payment 
of increased subsistence, where it amounted to less than that payable 
in compensation for total and temporary disabilities, including addi- 
tional amounts for dependents; and placement of the trainee upon 
completion of training. In addition to these provisions, advisement 
and guidance services and the conduct of research were authorized. 
The law established time limits of 4 years on length of training and of 
6 years beyond the termination of World War II on program duration. 

Fifteen months later, Public Law 346, Seventy-eighth Congress, 
June 22, 1944, cited as the Servicemen’s Readjustment Act of 1944, 
was passed. Title I] of this act provided education and training 
benefits for 1 year to all World War II veterans with 90 days or more 
service and additional education and training benefits up to 4 years 
to veterans whose education or training was impeded, delayed, inter- 
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rupted or interfered with by entrance into service and who desired 
a refresher or retraining course. 

The major provisions sof the law were as follows: 

(1) The course had to be initiated not later than 2 years after dis 
Pri. 8 or after termination of World War II, whichever was later. 

(2) No education was to be afforded beyond 7 years after ter- 
mination of World War II. 

(3) Persons 25 vears of age or younger at time of entrance into 
service were deemed to have had their education interfered with. 

(4) Persons eligible could select their own courses in school, sub- 
ject to acceptance by the school. 

(5) Education or training was authorized for 1 year for all vet 
erans having a minimum of 90 days’ service and for 1 year plus an 
additional period of training equivalent to the time spent in service, 
up to a total of 4 years, for veterans whose education or training was 
deemed to have been affected by virtue of their service. 

(6) Payments to schools were not to exceed Sd500 per school year 
including books, supplies, tools, fees, and tuitions. 

(7) Suosistence allowance was provided trainees at $50 per month 
for single veterans and $75 per month for those with dependents. 

This program and the rehabilitation program were organized under 
an Assistant Administrator for Compensation, Pensions, and Voca- 
tional Rehabilitation, with administrative direction and control] dele- 
gated toa Director of Vocational Rehabilitation and Education Serv- 
ice in central office and operations decentralized to regional offices. 

During the 8 years since the passing of Public Law 346, m: iny legis- 
lative changes have been made to the original laws. In every year 
but one during this period, legislation has been enacted to liberalize 
benefits or to define more clearly the intent of the laws. In fact, in 
1948 alone, six different laws were passed which affected both Public 
Law 16 and Public Law 346. 

These changes had the following effect on the vocational rehabilita- 
tion program under Public Law 16: 

(1) Provisions was made for the extension of the length of training 
beyond 4 vears, in exceptional cases, upon approval of the Admin- 
istrator. 

(2) Program duration was extended to 9 years after termination 
of the war. 

(3) Subsistence payments were established in addition to compen- 
sation. ‘These were sudsequently increased three times. 

Provisions of the act, as amended, were made available to vet- 
erans of the Korean conflict. 

The educational program under Public Law 346 was changed in the 
following respects: 

(1) The restrictions on eligibility pertaining to interruption of 
training were eliminated, thereby opening the program to all W ork | 
War IT veterans. 

2) Program duration was extended to 9 years after termination of 
the war. 

(3) Time limit for entering training was extended to 4 years after 
end of the war. 

(4) Correspondence courses were authorized, and on-the-farm 
training was recognized as coming under provisions of the act. 
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(5) Short courses under 30 weeks’ duration and courses at rates over 
$500 annually were authorized. 

(6) Subsistence rates were increased three times. 

(7) Criteria were established for approval of on-the-job training. 

(8) Authorization was made for reimbursement of States and local 
agencies for accrediting, supervisory, and other administrative serv- 
ices connected with the tr vining program. 

(9) Avocational and recreational training was prohibited. 

(10) Criteria were established for approval of some types of voca- 
tional schools. 

Needless to say, these many and frequent legislative changes placed 
a substantial burden on the program operations and necessitated sev- 
eral realinements in the organization structure. 

In 1945, before the heavy influx of applications for training, ar 
rangements were made to furnish advisement and guidance service 
(required under Public Law 16 and available, but not mandatory, to 
Public Law 346 trainees) through 70 guidance centers at universities 
and schools throughout the country. This expedited the guidance 
program and increased the local availability of guidance to veterans. 

When the 1946 reorganization of Veterans Administration took 
lace, establishing the branch form of organization, vocational re- 
fabatintion and education was organized as a separate program and 
laced in charge of an Assistant Administrator for Vocational Re 
Eshilitation and Edueation. In each of the 13 branch offices, a voca- 
tional rehabilitation and education service was established under a 
director. The central office was reconstituted as a policy-making 
body, while the branch offices were given full responsibility for the 
direction of operations in their assigned areas. Regional offices con- 
tinued to perform most of the operations through vocational rehabili- 
tation and education divisions. 

With the further extension of benefits in 1946, field operations were 
enlarged to include a hospital advisement program with guidance 
units in Veterans Administration hospitals, 13 Navy hospitals and, 
later, in 12 Army hospitals. A personal adjustment counseling pro- 
gram to furnish specialized guidance to veterans with minor emotional! 
disturbance es, adverse mental attitudes, social conflicts and other con- 
ditions characteristic of maladjustment was also initiated at this time. 
Training under Public Law 346 was undertaken in educational insti 
tutions in foreign countries. 

In 1947, provision was made for payment of 75 percent of the total 
tuition of veterans upon enrollment in well-established, nonprofit 
colleges and universities, thereby affording financial relief to insti- 
tutions that generally require students to pay tuition in full at the 
beginning of the term. 

As a result of 1948 appropriation limitations, other operational 
changes took place in administration of the program. Supervision 
of Public Law 346 trainees, enrolled in institutions of higher training, 
was discontinued. Personal supervision of this class of trainees, en- 
rolled in on-the-job training, on-the-farm training and training in 
institutions below college, was discontinued and was replaced by a 
monthly report, from the institution, of absence, conduct and progress 


of the veteran. However, spot audits were provided for in doubtful 
cases, 
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Branch offices were abolished in 1949. With cessation of the inter- 
mediate supervision carried on by those offices, responsibility for field 
supervision was transferred to the central office staff under the imme 
diate jurisdiction of the directors of the individual services. 

At this time Vocational Rehabilitation and Education established a 
Denver office to facilitate the conduct of field supervisory visits to the 
western regional offices by representatives of central office. Repre 
sentatives of each of the functional services were based in that office 
for this purpose. The director of Training Facilities Service estab 
lished nine field locations for supervisory personnel of that service. 
These employees were engaged principally in review and approval of 
contracts negotiated by regional office contract officers. With these 
exceptions, regional office operations were thereafter supervised di 
rec tly from central office. 

Also in 1949, the monthly supervisory report of conduct and prog 
ress was discontinued for veterans in Public Law 346 training below 
college level. Instead, triannual reports of income from productive 
labor were forwarded by veterans to training facilities and schools 
for inclusion in reports on conduct and progress. 

In 1950 a major change in the organization and operations of 
Vocational Rehabilitation and Education took place. Persons in- 
volved in counseling veterans in hospitals were transferred to the 
Department of Medicine and Surgery, although they continued to 
render reports to Vocational Rehabilitation and Education. Again 
in fiscal year 1951 further changes were made. A committee of three 
consultants on professional matters was appointed to advise the Ad- 
visement and Guidance Service. Responsibility for developing and 
locating training opportunities for the rehabilitation of Public Law 
16 veterans was transferred from the Training Facilities Division to 
the Education and Training Division in regional offices, except as to 
certain promotional functions. The number of contract approval 
offices of Training Facilities Service in the field was reduced from nine 
to five. 

For the past year, the organization structure has remained un- 
changed, except for the discontinuance of the Denver office and for 
some contractions reflecting reduced workload. This present form 
of organization is described in a later chapter of this volume. 


3. SCOPE OF THE PRESENT PROGRAM 


The volume history of the present program has been one of rapid 
growth during its first 3 years to a peak of 2,801,000 veterans in 
training in December of 1947. Tod: ay, although a substantial level of 
training is conducted, with approximately 1,500,000 veterans enrolled 

December 31, 1951, the number of veterans in training is declining 
steadily and initial applications are smal] in number, 

As indicated in exhibit II, 11,414,368 applications for benefits have 
been received and 8,366,452 veterans have entered training, of which 
993,406 have been rehabilitated or have exhausted their entitlement. 
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Exuiir I1.—Veterans Administration Vocational Rehabilitation and Education 
Program—Vocational Rehabilitation and Education for World War II and 
Korean Veterans, 1943-51 


Applicants registered : 
Public Law 16__- _ ie , 183, 930 
Public Law 346_~ ‘ ee 2S , 230, 438 


Total. ola. , 414, 368 


Entered training: 
Public Law 16__- a Pron i . _ ~ DST, 065 


Public Law 346 - i i Ee set , 179, 387 


ROCOGhs was a4 a as lea ' , 866, 452 
Completed training: 
Declared rehabilitated : : 291, G84 
Exhausted entitlement ae ete ; TO1, 7 


Total zs ; spies autos : 993, 406 
. ee Data compiled from Veterans Administration Statistical Summary, December 
wo 

This program has cost $15,125,645,000 up to the end of the last 
calendar year. Current payments to training institutions and to 
veterans for subsistence are being made at a rate of approximately 
$1.500,000,000 annually. It is estimated that the total cost of the 
program through July of 1956, the end date for all but Korean vet- 
erans, will be about $ $20 billion. 

The current operations of the program are conducted by 5,945 
employees ; of these, 211 are located in central office and the remain- 
ing 5.732 are located in regional offices and centers. The annual 
budget for salaries and expenses to maintain this working force is 
$31,645,000 for fiscal year 1952. 

This summary of the background and current scope of the vocational! 
rehabilitation and education program has been presented to provide an 
undertanding of the discussions which fellow. In the next chapter, 
problems of the major policies under which the program operates are 
discussed. 

Ii. Pouicy Consiperatrions 


Veterans Administration has achieved considerable success in carry 
ing out its fundamental responsibility for providing vocational reha- 
hilitation and education to veterans. Well over half of the veterans 
of World War IL have had, or are getting, the training provided for by 
Public Law 16 or Public Law 346. For example, in the territory 
— by the regional office at St. Paul, about 145,900 veterans, or 

; percent of all veterans in the region, have participated in the 
wie am. In general, the service provided by Veterans Administra- 
tion with respect to this program has been excellent and there can be 
little justifiable criticism of it, at least not since the peak-load days of 
L947 and 1948. 
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In some other respects, however, criticisms have had some justifica- 
tion. Some employees were not as thoroughly screened and trained 
as would have been desirable. Some controls were ineffective and 
others misapplied. Some confusion resulted from frequent changes 
in the benefit provisions. In some instances, fraud by establishments 
and schools training veterans brought ill repute to the program and 
criticism to Veterans Administration. 

Executives in charge of the program were aware of these undesir- 
able conditions. In the great majority of specific instances, the 
agensy had recognized the problems and had taken the steps within its 
authority to correct them. Indeed, much of the specific information 
used publicly in directing criticism at Vocational Rehabilitation and 
Education today is based on information gleaned from the agency's 
own files. 

In great part, problems of tremendous growth underlay the diffi- 
culty in achieving economical and orderly administration of the pro- 
gram. ‘The agency had just 12 months to ready itself for the unex- 
pected avalanche of applications which descended on it in 1945. 
Plans had to be made, staff recruited and trained, schools and training 
establishments found and indoctrinated, and a Nation-wide organi- 
zation, supported by required services, set up in that short time. 
(Girowth in numbers of employees, dollars spent, and veterans receiv- 
ing service was tremendous. 

All of that, however, could be deemed no more than the normal 
administrative difficulties which might be expected to arise in organ- 
izing to do a big job in a hurry. Much more significant for the future 
outlook is the indisputable fact that legislation ; governing the conduct 
of the program was not clear and was frequently changed. This pre- 
sented problems which contributed substantially to the confusion 
which marked the program’s inception and earlier conduct. 

The agency now faces a third wave of applicants for training. Vo- 
cational rehabilitation for service-connected disability is already 
established by law for veterans of Korea, and some counterpart of 
Public Law 346 is expected to emerge from the current session of 
Congress. On the basis of World War II ratios, the Korean conflict 
could produce over 2,000,000 veteran trainees and entail expenditure 
of more than $3.250,000,000. 

Consequently it is essential that problems of the past and of the 
present be examined so that their causes may be avoided in the future 
through establishment of clear and consistent basic policies of 
operation. 

The principal problems which relate to administration of the pro- 
gram, their apparent causes, and their resultant effects are discussed 
in the following paragraphs. 


1. LIMITATIONS ON ADMINISTRATIVE PRACTICES 


The Administrator of Veterans’ Affairs has broad powers. under 
Public Law 16, for the vocational rehabilitation of disabled veterans. 
These permit him to determine the veteran’s need for rehabilitation, 
participate in the selection of the vocational objective, prescribe the 
course of training, select the training establishment or institution, es- 
tablish the length of time that training shall be given and prescribe 
discipline for misconduct or noncooperation on the part of a veteran. 
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As a result of this, the program has been well administered with a 
minimum of confusion and with considerable success in obtaining 
public recognition of its value. 

On the other hand, the provisions of Public Law 346, as amended 
and extended, limit in many ways the degree to which the administra- 
tor may control the veteran, his educational program and the estab- 
lishment or institution offering training. It is in this, by far the 
larger phase of the program, that. Veterans Administration has been 
criticized severely and often. Legislative limitations of administra- 
tive action have contributed measurably to the conditions which 
caused the criticism. 

In the original draft of Public Law 346, Congress limited the au- 
thority of the administrator to the determination of eligibility of the 
veteran and to the authorization of payment for subsistence allow- 
ances, tuition fees and supply and equipment charges. ‘The law gave 
the veteran free choice of the training he wished to pursue, gave the 
States full right to approve institutions for veteran training and gave 
ihe institutions themselves full control over the course of training. 
This reduced Veterans Administration to a certifier of entitlement 
and an authorizer of payments, without regard to the quality or value 
of the training furnished. 

These conditions obtained during the program’s greatest upsurge in 
volume and during the establishment of the structure and working 
relationships through which the program was carried out. It is fair 
to say that many of the difficulties, problems and widespread abuses 
encountered in administration of the program occurred or had their 
incept ion in this period. 

This failure to permit the agency to control all aspects of the pro- 
gram resulted in exploitation of the program by some veterans, whose 
sole interest in education was subsistence allowances, and by some 
“educators” and some ex-employees of the agency, who were mainly 
interested in the tuition dollar; in the choice by veterans of avoca- 
tional and recreational training; in the mushrooming into existence 
of profit schools, many of which provided inadequate courses of study 
but nevertheless had the blessings and approval by many of the 
States; and in many cases of fr: andulent practices by both veterans 
und schools. All of these situations have been the subject of pro- 
longed investigation and of much publicity which eventually led to 
some corrective legislation. 

It was June 30, 1948, before any restriction was placed on free 
election of courses by the veteran. This was the act which ruled out 
avocational or recreational studies. 

In July of 1950, Congress established national standards for cer- 
tain schools operated for profit. It defined on a clock-hour basis 
; hat was meant by a “full-time course” for trade or technical study 
below college level; it defined a “nonprofit institution” ; and it placed 
lability on the schools for failure to make prompt report of excessive 
absence, discontinuance or interruption by a veteran. However, this 
law still left entirely up to the States the determination of whether 
2 school met these standards. 

As it now stands, the States are responsible to Veterans Adminis- 
tration for the approval of institutions and the establishments for 
veterans’ training in accordance with the provisions of Public Law 
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346 and with States’ standards not in conflict with that law. States 
certify that the content and length of the courses and the time allotted 
to each element in the courses are adequate for the attainment of the 
course objectives; that the equipment, including space, is adequate ; 
and that instructors are professionally qualified to offer satisfactory 
instruction. However, Veterans Administration has no supervisory 
authority over States with respect to these activities. 

The States provide regular supervision of approved institutions and 
establishments as a basis for continuance of approval and provide 
reinspection, on evidence reported by Veterans Administration or 
others, of institutions or establishments which appear not to be train- 
ing in accordance with law and standards. The law contemplates that 
States will withdraw approval where such action is warranted and 
notify Veterans Administration promptly of any action taken which 
affects the program. However, there is no provision for enforcement 
of such actions by the Federal Government. 

Veterans Administration, in its relationship with the States, is re- 
sponsible for determining eligibility and authorizing benefits; for 
paying the amount proper rly due to the institution; for notifying the 
State of known inadequacies in the training program of an approved 
institution or establishment, of pertinent changes in laws and regula- 
tions and of actions affecting training under Public Law 16, such as 
the withdrawal of approval from an institution or establishment 
which has also been approved by the State under Public Law 346; and 
working with the State on est: ablishing the status of institutions or 
establishments which require the Administrator's approval under 
Public Law 346, 

Experience with the foregoing working relations has proved only 
partially satisfactory. Within the limits of its ability, the agency 
has generally carried out its part. On the other side, observance of 
the arrangement by the States has varied widely. Except for on-job 
and institutional on-farm training, Veterans Administration has no 
right to discontinue payments unless actual fraud can be established. 
There have been many instances in which the States have ignored or 
overridden requests by Veterans Administration that they correct 
situations or discontinue their approval of institutions to participate 
in the program. 

The question of judgment is the crux of this situation. Friction 
can and does develop between Veterans Administration and State 
authorities where the two fail to agree on whether the law’s criteria 
are being met in any given instance. The agency has no recourse but 
to abide by the decision of the State in these matters. 

The intent of Congress to maintain States’ control over the educa 
tional systems in their jurisdiction is understandable. However, it 
is recognized that Congress clearly holds Veterans Administration 
responsible for the custodianship and proper use of Federal funds ex- 
pended for the veterans’ educational program. As the situation now 
stands, Veterans Administration does not have adequate authority to 
discharge this responsibility promptly and properly. 

In establishing basic operating policies through legislation, Con- 
gress has curtailed the flexibility required by management in regu- 
lating operating practices to meet problems and changing conditions 
affecting the program. It is often difficult and at times impossible 
when initiating legislation to foresee accurately the problems which 
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result from implementation of the law. Consequently, it is essential 
to effective direction and control of program operations that the 
greatest possible latitude in the establishment of policy be accorded 
those in responsible administrative positions. The alternative is 
understandable delay in changing policy through legislative 
amendments, 


2. CHANGING POLICY AND THE EFFECT ON PLANNING 


The original intent of Public Law 346 was to restore the oppor- 
tunity to secure education or training to persons who had lost that 
opportunity through having been in service. Definite provisions of 
law restricted eligibility and entitlement and placed time limits on 
entrance into training. 

The first change in this objective occurred with the passage of 
Public Law 190, Seventy-ninth Congress, October 6, 1945. Designed 
to stimulate enlistments in the Armed Forces, it offered special in- 
ducement by extending, beyond the termination of the war, the period 
during which enlistees could accrue training entitlement. 

Public Law 268, Seventy-ninth Congress, December 28, 1945, radi- 

cally changed the fundamental concept of the law. It provided en- 

titlement to education or training for almost every veteran up to a 
total of 4 years. The period depended upon length of service. Public 
Law 268 doubled the time limit for induction into tr aining and in- 
creased by one-third the time allowed for completion of training. 

These rapid changes in policy, which not only added to the work- 
load but also immensely complicated the administrative conduct of 
the program, necessitated complete revision of agency plans and pro- 
grams, which was exceedingly difficult to accomplish in the time in- 
volved. In addition to these changes, other conditions were suddenly 
created, entirely outside the agency’s control, which threw additional 
heavy and unforseen burdens on the veterans’ training program. The 
most serious of these was the acceleration of demobilization. 

As of June 30, 1945, only 82,887 applications for Public Law 16 
training and 83,885 applications for Public Law 346 training had been 
received. This was over 2 years after the programs’ inception. 

In June of 1945, the regional offices were staffed to give current 
handling to veterans’ requests for training. Applications were readily 
processed and eligible veterans were expeditiously placed in training 
by a relatively small field staff operating with instructions contained 
in less than 25 typewritten pages. The Assistant Administrator had 
developed a plan for the orderly increase and decrease of the field 
staff to conform with the armed services’ announced policy of gradual 
demoblization of servicemen at a rate that would insure their “orderly 
assimilation by industry and educational institutions throughout the 
country. 

However, with the cessation of hostilities in August of 1945, the 
demand of the public and servicemen for immediate release caused 
Congress to scrap the demobilization plan. Within 3 months, Voca- 
tional Rehabilitation and Education Divisions in regional offices were 
overrun with thousands of veterans demanding immediate enrollment 
in educational institutions throughout the country. 

Although regional-office vocational rehabilitation and education 
staffs were expanded rapidly, the number of veterans awaiting bene- 
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fits increased at even a higher rate. In November of 1945, regional 
office registration and research responsibilities were expanded to in- 
clude authorization functions, and separate Training Facilities Sec- 
tions were created to facilitate the conduct of contract negotiations 
with training establishments and institutions. Still the backlog grew. 
Veterans, service organizations, the public, and Congress demanded 
expeditious processing of requests. 

Such unprecede nted volumes had not been anticipated by the agency, 
and consequently it was not prepared in terms of either ‘personnel or 
educational resources to cope with them. 

Veterans Administration could not find, hire, and train the number 
of skilled people it needed to handle the greatly increased workload. 
Yet in 4 months, during early 1946, the payroll of vocational rehabili- 
tation and education increased from 8,390 to 21,803. What happened, 
of course, was that Veterans Administration hired large numbers of 
completely untrained people and put them into responsible jobs. Un- 
prepared to deal with the highly technical problems involved in the 
work, those people made mistakes of fact and of judgment. The mis- 
takes were costly, both in money and in the public’s growing lack of 
faith in the program’s administration. 

The Nation’s existing educational capacity was unequal to the un- 
precedented demand placed upon it. Almost overnight, hundreds of 
new schools mushroomed into existence. Most of them were profit 
ventures exclusively. The main reason for existence of many of 
them was to get tuition, supply, and equipment money. Almost the 
entire enrollment in these schools consisted of veterans. In 1949, a 
review of the New York City area disclosed that 128 of the 311 ap- 
proved schools, below college ‘level, which operated for profit had been 
established subsequent to the passage of Public Law 346. Although 
abuses in some of these establishments were recognized early, Vet- 
erans Administration had neither personnel nor legal power to take 
action against them. 

Every available educational institution or establishment was 
swamped with veterans’ applications which few were prepared to 
handle in an orderly and uniform manner. When it became apparent 
that many schools had not established “customary charges,” it then 
became the agency's expensive, controversial, and time-consuming 
problem to set a “fair and reasonable rate” on educational services 
which varied widely in content, methods of keeping attendance, com 
putation of credits and charges and billing practices. 

In the midst of this confusion new laws were passed which had 
the effect of promoting participation in the educational program. 
They increased subsistence allowances to an extent that made par- 
ticipation in the program financially attractive to many veterans who 
previously had not been interested in training. In addition, restric- 
tions on courses and training facilities’ practices were enacted, which 
the agency Was not prepared to administer. 

It can be seen from the foregoing facts that planning for the orderly 
processing of veterans into training and for the facilities needed to 
provide proper instruction was practically impossible to achieve. 
The rapid turn of events, resulting from unanticipated changes in 
legislation which placed increased and complicated burdens on the 


agency, made any planning obsolete almost before the plans were 
implemented. 
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It is hoped that in the future these mistakes of the past will serve 
as a retarding influence on frequent changes in legislation so that 
orderly planning will be possible and effective. 


EFFECT OF FUND LIMITATIONS ON ADMINISTRATION 


There has been unremitting pressure for retrenchment in staff and 

facilities throughout the life of the vocational rehabilitation and edu- 

cation program. Appropriations for the program were sharply re- 
duced in fiscal year 1947 and again in 1948 just when the workload 
was rapidly increasing. Fund reductions have been regularly im- 
posed ever since. However, reductions have not been accompanied 
by provisions for reducing service rendered or numbers served. 
Rather the expectation has been that additional and more effective 
service could be provided with less funds. 

No doubt the motive behind this approach has been laudable. Its 
realism may be doubted in view of the way service, required or author- 
ized by law, has suffered. 

The immediate result of these reductions was the virtual elimination 
of any attempt at individual supervision of training under Public 
Law 346. Administration of that part of the program became, and 
remains today, a paper-work routine involving practically no personal 
contact with the veteran. Even supervision on paper, of necessity, has 
been reduced. The: agency how recelves a formal report of the veteran’s 
progress, attendance, and continuance in training only once every 4 
months. This leads to increased incidence of overpayments, which 
have to be recovered and collected at considerable cost. 

By 1951, advisement and guidance services had been contracted to 
the point where trainees were traveling long distances to regional 
offices to obtain such services. The trainee under Public Law 16 travels 
at Government expense, and the cost of his fare tends to offset savings 
from curtailed staff. 

Successive reductions in staff have practically eliminated specializa- 
tion in all but the largest registration operations. This reduces pro- 
ductivity because it takes measurably longer for a registration officer 
to handle all types of training authorization than it does if he special- 
izes in one type, with which he is thoroughly familiar. 

Vocational Rehabilitation and Education offices initially gathered 
considerable information about local employment conditions and op- 
portunities, data which are fundamental to establishment of sound 
training objectives. Organized effort in this direction was an early 
casualty of retrenchment. 

All of these administrative activities, which are judged to be im- 
portant to effective results measured in terms of service to the vet- 
eran and of protection of Government funds, have been discontinued 
as a direct result of curtailed expenditures. It is questionable in the 
broad view of the program whether such false economy is sound. 


4. POLICY OF GAINING PUBLIC UNDERSTANDING AND SUPPORT 


Veterans Administration offers veterans three types of benefits 
which require wholehearted support from private sources for their 
successful administration. Those three are medical care, guaranty of 
loans, and education. To try to operate those programs without co 





842 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


operation and assistance from outside groups and organizations would 
be extremely costly, if not actually impossible. 

With respect to medical care, Veterans Administration has been 
outstandingly successful in gaining understanding and support, par- 
ticularly from the medical profession. Support for guaranty of 
loans, although it varies by location, is substantial. In its educational 
program, on the contrary, the agency has experienced and continues 
to experience grave problems of public relations. 

The program needs the cooperation of (1) veterans; (2) training 
establishments and institutions; (8) suppliers of materials and serv- 
ices; (4) other governmental agencies, State and local as well as 
Federal; and (5) labor unions, trade associations, and other such civic 
groups. Yet it has come into conflict with every one of the fore- 
going groups. 

Veterans have been the program's severest critics. At the same time, 
many veterans have evidenced lack of understanding of the program's 
legitimate objectives and have shown a willingness to use it for pur- 
poses other than those it was intended to serve. 

There has been continual friction with schools, particularly on the 
questions of fair and reasonable charges and adequate reporting of 
veterans’ training status—so much so that Congress has deemed it 
necessary to establish a Veterans Education Appeals Board inde- 
pendent of Veterans Administration to adjudicate disputes between 
schools and the agency. 

Misunderstanding between the agency and State authorities is 
widespread, as has been previously pointed out. There is need for 
more sympathetic understanding of the preblems, too, among sup- 
pliers, labor groups, and others whose interests are affected by 
educational program for veterans. 

In the face of these needs, little evidence is shown of formul: ating a 
positive, constructive basic policy governing outside relations for 
vocational rehabilitation and education. In particular, there appears 
to have been no specific effort on the port of personnel engaged in voca- 
tional rehabilitation and education to develop public underst: anding 
of the problems confronting the program or of its dependence upon 
the cooperation of veterans, institutions, and the public at large. 
Rather, the policy has been to sit back and weather storms of criticism 
in the hope that the flurry would subside, as generally it has. 

fowever, each charge has left its scars. Suspicion of inefficiency 
and corruption in the program is widely voiced by veterans, educators 
and the public at large. Congression: il investigation of the program 
and its administration has been a continuing activity. 

The Advisory Committee to the Assistant Administrator and the 
professionally oriented National Advisory Committee to the director 
of the Advisement and Guidance Service are the only recognition of 
public interest in veterans’ education now in existence. For the rest, 
Veterans Administration has depended almost entirely upon official 
announcements of rules and regulations released nationally through 
Information Service. 

Many opportunities exist at local level to establish effective public 
relations through personal contacts. State liaison officers, Vocational 
Rehabilitation and Edueation Division chiefs, and other employees 
of the program having direct contacts with veterans, schools, and 
other outside organizations could and should devote more time and 
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effort to development of better understanding of the program and 
improved public relations. 

To make progress through local contact, there is need to have a well- 
conceived, consistent, and convince ing public-relations program. 
Concentrated top-management attention is required to develop such 
a program. 

POLICY OF QUALITATIVE EVALUATION 


An important and basic part of the vocational rehabilitation and 
education program has been neglected. There is no real measure of 
the program’s effectiveness. 

Many quantitative statistics have been collected and reported. Vet- 
erans Administration knows how many veterans applied for, took, 
and completed training or exhausted entitlement in each of its pro- 
grams. It knows over-all costs, and that they have risen, per veteran 
per month, from $66 in 1945 to $111 in 1951. It has estimates which 
indicate the kind of training that veterans of both wars have taken in 
selected fields for particular years. It can be proved that many vet 
erans have been exposed to many kinds of training at substantial 
expense. However, no one has any real idea of how much and in 
what way the educational pregrams have actually benefited veterans. 

The seamy side of results has, of course, had wide exposure. In 
rebuttal, the agency can only advance a reasonable-sounding claim 
that the program has resulted in | l) restoring the national deficit of 
educated citizens created by the war; (2) assisting many veterans who 
needed and appreciated help to reenter civilian life on a sound foot- 
ing; (3) contributing to the maintenance of postwar economic con- 
ditions at a high level; (4) supporting worth-while, legitimate educa 
tional institutions through a trying period; and (5) increasing the 
supply of trained personnel to support the current defense program. 
The fact is, however, that no records are available which indicate, 
even for the relatively closely supervised Public Law 16 program, how 
inany veterans who have been declared rehabilitated actually are so, 
in the sense of earning a living at the occupation for which they were 
trained. 

At the present time, vocational counselors have little idea as to the 
practical benefit of vocational objectives that they have selected for 
trainees. They have no way of knowing what has caused trainees to 
drop training or to take up an occupation other than that for which 
they were trained. Nor do they know the circumstances leading to 
successful placements. At one time, Veterans Administration did 
follow up Publie Law 16 trainees. This effort had to be abandoned 
as funds for the program were curtailed. In the absence of follow-up, 
however, there exists no effective way to show that the veteran or the 
public has received full value for the dollar spent on education. 

That the broad objective of the program was good, few will deny. 
That it has been achieved must be taken on faith as of now. 

Veterans Administration should consider the basic-policy issue of 
whether it should undertake qualitative evaluation of the educational 
program results. Practical considerations of improving the value 
of the educational benefits to veterans involved in such a program make 
its consideration doublv important. 


25735—52 o4 
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It should be apparent from the discussions in this chapter that 
Veterans Administration has been considerably handicapped in the 
administration of the vocational rehabilitation and education program. 
Restricted by lack of adequate authority and by unrealistic curtail- 
ment of funds, it has been struggling to cope with a workload which 
more than doubled overnight and with kale ‘idoscopic changes in the 
programs and provisions imposed by Congress with apparent little 
thought of consequences. 

Under such circumstances Veterans Administration cannot be held 
fully responsible for the notorious situations of the past. To Con- 
gress must fall the great share of this responsibility. Veterans Ad- 
ministration, however, can be held fully responsible for two factors 
which contribute to continuation of these undesirable situations. 
First, it has not succeeded in persuading Congress that further ad- 
ministrative and policy changes in the laws governing these programs 
are necessary. 

In the second respect, Veterans Administration has not developed 
and implemented any sound and continuing program for the improve- 
ment of public relations pertaining to the vocational rehabilitation 
and education program. 

It is hoped that by bringing facts of this nature to light the re- 
quired action will be taken in the near future to correct the basic 
weaknesses of the program so that confusion will be clarified and 
administration placed on a sound basis for the future. 


Ill. Presenr PLAN or OrGANIZATION 


The vocational rehabilitation and education organization consists of 
a central office staff reporting through the Assistant Administrator 
to the Administrator and Deputy Administrator, and employees in 
the field reporting through regional managers to the same two top 


executives. These units of org ranization are discussed separ: ately in the 
following paragraphs. 


1. CENTRAL OFFICE ORGANIZATION 


The central office organization of Vocational Rehabilitation and 
Education is presented as exhibit III. In general this organization 
formulates plans, policies, procedures, and controls for operation of 
the program in accordance with the provisions of the governing laws 
and regulations. It furnishes technical advice and initiates policy, 
procedural and technical instructions to field stations. 

In addition, this organization is responsible for seeing that field 
operations are conducted uniformly and that the best judgment is 
used in handling the program at regional oflices. 

These general responsibilities of the central office group are dis- 
tributed to the organization units in the following manner: 

(1) Office of the Assistant Administrator 


The Assistant Administrator is responsible to the Administrator for 
the over-all conduct of the program. He devotes most of his attention 
to matters of policy and to the maintenance of contacts with Congress 
and other outside groups involved in the program. He is assisted in 
the direction and coordination of the program by an advisory com- 
mittee and an executive assistant. 
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The advisory committee consists of prominent educators and busi- 
nessmen who are appointed by the Administrator. They meet on 
request of the Assistant Administrator and render advice on matters 
pertaining to the conduct of the program. 

The executive assistant coordinates the policy, planning, and pro- 
cedural activities of the central office staff, coordinates the supervision 
of program activities in the field and supervises the administri ative 
activities of the central office organization. He is assisted by a special 
assistant for operations in handling administrative responsibilities 
and in coordinating staff supervision of field activities. 

Reporting to the Assistant Administrator are four Services: Regis- 
tration and Research, Advisement and Guidance, Training Facilities, 
and Education and Training Services. 

2) Registration and Research Service 

This Service, headed by a Director, formulates plans, policies, and 
procedures pertaining to the eligibility and entitlement of veterans 
to education and training, authorization of subsistence allowances and 
loan benefits, and registration of veterans applying for training. It 
also provides staff supervision over these activities in the field and con- 
duets research and statistical activities pertaining to vocational re- 
habilitation and education. In addition to these staff functions, the 
service processes those actions necessary for provision of education or 
training benefits to veterans in foreign countries. 

The Director is assisted by an Assistant Director and a Special As- 
sistant for operations. 

The Assistant Director acts for the Director in his absence and co- 
ordinates the administrative activities of the Service. 

The special assistant for operations is concerned primarily with the 
scheduling of five special assistants to the Director, who conduct 
inspections of field operations. He is also concerned with improving 
methods and procedures required in the conduct of registration and 
research operations. 

Reporting to the Director through the Assistant Director are four 
divisions: Entitlement, Authorization, Foreign Operations, and Re- 
search Divisions. The first three of these have similar responsibiliti es 
of formulating plans, policies, and procedures for their respective 
spec ialties, 

Entitlement Division—The Entitlement Division, under a divi- 
sion chief, is comprised of entitlement claims examiners who are con- 
cerned with the eligibility and entitlement of veterans to, and the reg- 
istration of veterans in, vocational rehabilitation and education 
training. 

2. Authorization Division—The Authorization Division, directed 
by a division chief, is comprised of authorization claims examiners, 
who are responsible for the functions of authorization of subsistence 
payments to veterans or their dependents and of loans from the re- 
volving fund to veterans engaged in training. 

3. Foreign Operations Division—The Foreign Operations Divi- 
sion, under a division chief, is involved with the staff activities con- 
cerned with veterans’ training in foreign countries. It also performs 
all vocational rehabilitation and education operating functions for 
veterans In foreign countries except where authority is delegated to 
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the State Department in some locations. The Division has two 
sections. 

The Registration Section, under a section chief, performs the staff 
functions of the central office Registration Service as it pertains to 
veterans in foreign countries and also conducts the registration oper- 
ating activities ‘(normally found in regional offices in the United 
States) for all veterans in for eign countries 

The Training Facilities and Education Section consists of a claims 
examiner and an assistant. They, too, have the dual responsibility for 
staff and operating functions as they pertain to training facilities and 
to the education and training of veterans in foreign countries. 

Research Division —The Research Division consists of a division 
chief and a staff of six specialists with the following titles: 

(1) Budget analyst for vocational re shabilitation and education 

(2) Progr: am analyst and assistant for registration and re- 
search and advisement and guidance 

(3) Program analyst and assistant for training facilities and 
education and training 

(4) Occupational outlook specialists for vocational rehabili- 
tation and education 

(5) Statistical methods and special studies specialist 

(6) Statistical tabulation supervisor 

These specialists provide statistics and prepare analyses concerning 
program status, personnel, budget, workload and related items to all 
vocational rehabilitation and education services. The Chief of this 
Division actually reports to the Assistant Administrator and is di- 
rected by him in his activities, but the Director of Registration and 
Research is kept informed of the nature of these contacts. 

(3) Advisement and Guidance Service 

The Advisement and Guidance Service, under a Director, develops 
plans, policies, and procedures pertaining to the vocational counseling 
of veterans, under both laws, in determining their need for vocational 
training and, under Public Law 16, in determining their vocational 
objectives. It establishes guidance centers and determines the terms 
of the contracts under which guidance centers operate. It provides 
staff supervision of all advisement and guidance field activities. 

The Director is assisted by an Assistant Director and 10 staff assist- 
ants and specialists, all of whom report to him. 

The Assistant Director handles the administrative functions of the 
Service. 

A special assistant for planning coordinates the plans, policies, and 
procedures work for the Service when more than one consultant is 
involved. 

A special assistant for operations supervises five special assistants 
to the Director who review field operations. 

The case procedures development and adjustment specialist actually 
develops no procedures but handles special cases (usually “no need” 

cases) referred to central office for administrative review before being 
sent to the Board of Veterans Appeals. 

A guidance centers and vocational consultants specialist formulates 
plans, policies, and procedures pertaining to guidance center opera- 
tions. He approves contracts and recommends changes in institu- 
tional plans based on case loads. 
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A job analysis and occupational information specialist develops job 
and occupational information and disseminates data to the field 
advisement and guidance personnel. 

A personal adjustment counseling specialist develops plans, poli- 
cies, and procedures pertaining to the counseling of seriously handi- 

capped veterans. 

A test techniques and construction specialist develops plans, policies, 
and procedures pertaining to vocational testing of veterans and to the 
selection of test material. 

A hospital and special rehabilitation specialist prepares data to 
assist advisement and guidance personnel in hospitals and in regional 
offices in providing these services to veterans. 

The publications and special communications specialist maintains 
publication data, coordinates administrative service procedures with 
other services and units of Veterans Administration and develops 
forms and standard practice for simplification of advisement and 
guidance paper processing. 

The special guidance programs specialist is currently engaged i 
special studies of vocational counseling techniques. 

In addition to these staff assistants, the Director has formed 
National Advisory Committee to advise him on professional matters 
pertaining to Veterans Administration advisement and guidance 
programs. 

(4) Training Facilities Service 

The Director of Training Facilities Service is responsible for the 
development of plans, policies, and procedures pertaining to the nego- 
tiation of contracts with institutions and other training establish- 
ments. He is responsible for negotiating national contracts and for 
approving all contracts negotiated in the field. In addition, he is 
responsible for the defense of contracts appealed to the Veterans’ 
Education Appeals Board. 

To assist the Director in carrying out these responsibilities there 
are reporting to him an Assistant ‘Director, a special assistant for 
planning, a chief trial attorney, and two divisions: a Field Operations 
and Supervision Division and a General Operations Division. 

Assistant Director—The Assistant Director, in addition to act- 
ing for the Director in his absence, coordinates activities of the Service 
requiring action by two or more units of the Service and maintains 
personal follow-up on special projects. 

2. Special assistant for planning.—This special assistant supervises 
a staff engaged in developing plans and projects to meet changes in 
legislation. ‘They coordinate and maintain publications of the Service 
and handle administrative services. 

3. Chief trial attorney —The chief trial attorney directs a group of 
trial attorney and a contract officer in defending the Veterans 
\dministration in contract disputes appealed by institutions to the 
Veterans Education Appeals Board. 

1. Field Operations and Supervision Division —This Division com- 
prises a staff of special assistants, directed by a chief, who approve 
contracts with institutions negotiated by contract officers in regional 
offices. T special assistants are eac <i assigned a geogr: aphic area and 


are based in Washington, D. C.. St. Paul, New York, Dallas. and 
Denver. 





R48 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 
5. Ge neral O pe rations Division. -This Division formulates plans, 
policies, and procedures concerned with the negotiation, form, and 
content of contracts with training institutions and pertaining to the 
promotion: : Feapoliaibas ty for location of training facilities for dis- 
abled veterans. In addition, this Division negotiates natonal contracts 
with corre ania nce schools and private corporations having plants 
throughout the country and with State governments. 
( >) hKduc ation and Training Ne rice 

The Edueation and Training Service develops plans, policies, and 
procedures pertaining to the prescription of course, selection of fa- 
cility, supervision of tr: nining, maintenance of tr wining report, and 
referral of rehabilitated veterans for employment assistance for vet 
erans’ training under part VII of Veterans Regulation 1 (a), as 
amended. It also establishes policies and procedures pertaiming to 
individual supervision of such veterans as are In training under part 
VIL. In addition, it exercises staff supervision over education and 
training personnel in the field. The service is headed by a director 
who has an Assistant Director, two special assistants, and four division 
chiefs to assist him. 


lL. Assistant Director—The Assistant Director is principally con 
cerned with direction of six special assistants to the Director engaged 
in field supervision. He coordinates activities of the service on mat 
ters involving more than one division. He works on agricultural 
problems with the Agriculture Division. 

Ze Special Assistant for O perations. The assistant is responsible 


for field surve vy re port reviews. He coordinates central office em 
plovees when action is required by them on the basis of survey find- 
ings. He post-audits correspondence between central office and the 
field as a method of uncovering operating problems. He is assisted 
by an edueationist in the review of survey reports and the follow-up 
of reports requiring replies from the field. 

3. Npecial Assistant for Planning—This special assistant handles 
administrative services detail and public ations control. He develops 
plans for future operations of the Education and Training Service 
and reviews all plans, policies, and procedures developed in the sery- 
ice’s divisions to assure consistency of content. 

tL. Agriculture Division—This Division formulates plans, policies, 
and oe pertaining to institutional on-farm training. 

». Lrade and Industrial Division—This Division formulates pol- 
icles and proce edlures pertaining to apprentic eship and other on-the-job 
training. The staff educationists comprising the Division are not 
specialized but work on all types of trade and industrial training prob 
lems as assigned. 

Professional and Business Division—This Division formulates 
policies and instructions pertaining to the training of veterans in busi 
ness and professional fields. The educationists who make up the per- 
sonnel specialize in business administration and managerial training, 
sales and clerical training, social services and physical sciences, fine 
arts, and professional training. 
as Spe cial Rehabilitation Procedures Division- Employe es o this 
Division formulate policy and instructions for guiding special rehabi 
litation procedures officers in the field in administering and supervis 
ing the training of spec ial rehabilitation cases. These persons spec inl 
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ize in rehabilitation procedures for the blind and for those with tuber- 
culosis or with neuropsychopathic, orthopedic, and cardiovascular 
disabilities. 

The regulations and instructions formulated by the Vocational 
Rehabilitation and Edueation central office organization are written 
primarily for the information and guidance of Veterans Administra- 
tion field personnel in administering the benefits of the program. 
Although field employees are under the jurisdiction of regional office 
mahagers, they receive technical direction from the central 
Vocational Rehabilitation and Education staff. 


oflice 


FIELD STATION ORGANIZATION 


The vocational rehabilitation and education program in the field is 
conducted under direction of chiefs of Vocational Rehabilitation ar il 
Education Divisions at regional offices. bei chiefs re port directly 
to the man: wer of the regional office in most ¢ 
through the assistant manager to the saaiiaiee 

The typical plan of field organization as shown on Exhibit IV, is 
similar to the central office structure in that it contains four seetions— 
Registration and Research, Advisement and Guidance, Training Facil- 
ities, and Education and Training Sections. 


sest in othe rs they report 


In general, the field oreanization conduets all operating functions 
concerned with the program except those involving veterans in for- 
eign countries. ‘These ftinctions are distributed to the several organ- 
ization units in the following manner. 

(1) Office of the Chief 


The Chief is responsible for the operations of the Division. He is 
selected by the Assistant Administrator with approval of the regional 
office manager. His duties involve administration of the program and 
maintenance of favorable public relations. 

The administrative duties involve guidance of section chiefs in the 
conduct of their work in accordance with specifications laid down by 
manuals and other institutional media, determination of budget re- 
quirements, selection of key personnel, and other personnel adminis- 
tration actions. 

The public relations duties involve representing the Division in 
uublic contacts, especially with veterans’ organizations, educational 
wodies and vocational guidance and employment committees in the 
assigned territory. 

Within the regional office, the chief serves on station committees and 
participates in interdivisional and interoflice conferences. His princi- 
pal working contacts are with the manager or assistant manager on 
general administrative matters, with the Administrative Division on 
the receipt and transmittal of applications and other mail, with the 
Finance Division on matters most often relating to subsistence pay- 
ments to veterans in training and payments to schools, and with the 
chief attorney on questions involving guardianship and other educa- 
tional cases in his hands. He also has contacts with the Medical Divi- 
sion, in relation to examination or treatment of Public Law 16 
trainees, and with the Adjudication Division, regarding veterans’ 
legal eligibility for training under Puble Law 16. 

Personal working rel: ationships with central office oceur almost ex- 
clusively through visits of supervisory inspectors. Representatives of 
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each central office service conduct these inspections about once a year. 
They last, generally, from 2 to 3 weeks. 


(2) Assistant Chief 

The position of assistant chief is usually found only in the larger 
regional offices. He acts as a full assistant to the chief and takes his 
place in his absence. 

His specific responsibilities are those of an executive officer in charge 
of divisional staff and housekeeping services. 

With the assistance of a personnel clerk, he maintains the personnel 
records of the division and handles requests for employment and trans- 
fer. He shifts personnel to meet peak workloads in the sections. He 
supervises the preparation and submission of required reports. He 
directs the work measurement program and places in effect work 
simplification procedures specified by central office or developed within 
the division. He also assists the division chief in the conduct of 
training and coordinating meetings of the section chiefs and their 
personnel, 

In most field stations having this position, the assistant chief usually 
directs the major share of his attention to the activities of the Regis- 
ration and Research Section. That Section has the greatest volume of 
correspondence and is subject to extreme fluctuation in workload. 

(3) Registration and Research Section 

The chief of this section reports to the division chief. He is respon- 
sible for the efficient conduct of the activities in determining veterans’ 
eligibility for training, establishing entitlement and authorizing the 
amount of subsistence for the veteran, and the amount of tuition to be 
paid to the training establishment. 

In addition, he directs the appeal hearing group and is a member of 
the Vocational Rehabilitation and Education Section of the Commit- 
tee on Waivers. 

This section is usually the largest one of the division. In a large 
regional office the section chief has under his direction an assistant 
chief, as many as 11 registration units, a duplicating and distribution 
unit, and a research and statistics unit. 

1. Assistant chief —The assistant chief is responsible for the control 
of the daily workload in the section. He maintains close contact with 
the Administrative Division and receives 24-hour advance notice of 
the volume of mail that is to be transmitted to the Registration and 
Research Section. He insures that registration units are staffed to 
handle the coming load and shifts the load between units when 
practicable. 

2. Registration units—These units are responsible for the registra- 
tion activities comprising eligibility and entitlement of veterans and 
determination of subsistence and tuition charges. All units handle 
registration activities for training under both Public Law 16 and 
Public Law 346. However, they usually are specialized by type of 
training. For example, in New York the breakdown is: 

Unit A: On-the-job training 

Correspondence schools 

Public service and some secondary schools 
Unit B: New York University 

Columbia University 
Unit E: All other colleges 
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Unit G: Trade schools 
Hos} itals 
Busi ‘ss schools 
Drattr * schools 


« 


se vy schoois 
Unit J: Art ® Ou 
Draina scnoors 
Radio and television repair schools 
Unit K: Aviation training 
Miscellaneous schools, such as meat cutters, tailoring, bartending. 
oD. Duplicating and Distribution Unit—This unit duplicates and 
distributes all Public Law 346 entitlement and authorization actions 
indicated by the registration officers. 

Re SCM ch and Ntatisties l’nit—The supervisor of this unit is ré- 
sponsible for the maintenance of records pertaining to the work ac 
complished and for budget and report prepar: ation for the entire 
Vocational Rehabilitation and Edueation Division. He analyzes sta- 
tistical data and renders reports to the chief of the division and the 
four sections. 

5. Appeal Hearing Group—The permanent staff of this group com- 
prises only a hearing stenographer. Registration officers each conduct 
their own hear ings nN order to establish a record and de velop evidence 
for the Board of Veterans Appeals i in Washington. The appeal hear- 
ing group renders no decisions. 


(4) Advisement and Guidance Nection 


The Advisement and Guidance Section, under a chief, is responsible 
for the conduct of advisement and guidance activities in the regional 
area, Whether conducted in the regional office by Veterans Administra- 
tion personnel or by institutional personnel in VA guidance centers 
operated on a contract basis with universities or school systems. The 
Advisement and Guidance Section provides vocational counseling to 
eligible veterans. This is a professional service which assists the indi- 
vidual veteran to select an occupation in which his chances for success- 
ful achievement are promising. In connection with the counseling of 
veterans eligible for benefits under Public Law 16, as amended, the 
counselor determines whether the veteran is in need of vocational 
rehabilitation to overcome the handicap of his service-connected dis- 
ability. The section comprises professionally trained vocational ad- 
visers and personnel who, while functioning as vocational advisers, 
are skilled in personality structure. Under the jurisdiction of some 
regional offices, there are decentralized Advisement and Guidance Units 
staffed with Veterans Administration personnel. 

Few regional offices have sufficient case loads to justify specialized 
organization. In a few of the largest advisement and guidance sec- 
wi the following organization classifications are found, 

Advisement su pervisor.—An advisement supervisor handles day- 
ied administrative activities and is closely involved in supervision 
of ea, work. 

Medical consultants.—These consultants work on a part-time 
basis and are responsible technically to the chief medical ofticer of the 
regional office. However, they are responsible administratively to 
the chief of the Advisement and Guidance Section. They determine 
the physical capacities of veterans under advisement and confer with 
advisers concerning relationship of physical capacities to job demands. 
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3. Vocational advisers —These counselors provide advisement to 
veterans and, in some cases, act as advisers-in-charge of VA guidance 
centers, at which locations they may do case work or work with insti- 
tutional employees, who do the actual testing and interviewing, in 
rev iewing the comple ‘ted record. 

it rsonal ad justine nt counselors —These counselors work with 
veterans who have minor personality dithe ‘ulties which block or inter- 
fere with progress in training or ability to arrive at a vocational 
decision. They refer veterans with serious personality difficulty to 
mental hygiene clinics. They may spend part of their time on this 
type of work and part time in vocational counseling. 
{5) Training Facilities Section 

The Training Facilities Section, under a chief, is responsible for 
the negotiation of contracts and the review of charges with training 
Institutions and establishments in the regional territory; the mainte- 
nance of Veterans’ Administration contact with State training ap- 
proval agencies; and the promotion of on-the-job training opportuni- 
ties for disabled veterans in the region. The chief reviews all con- 
tracts prepared in the section. He has assisting him, in larger offices, 
an assistant chief, contract units, an on-the- job training promotion 
specialist and a State haison representative. 

l. Assistant chief —The assistant chief is responsible for the ad- 
ministration of the section’s daily activities. He controls personnel, 
procedures, forms, and reports. He processes routine reports and 
correspondence upon which policy decisions have been made _ pre- 
viously by the section chief. 

2. Contract units —These units negotiate contracts with training 
institutions in the regional territory. 

3. On-the-job training promotion specialist .- -The on-the-job train- 
ing promotion specialist is responsible for promoting the acceptance 
of disabled veterans by employers for on-the-job training in the 
regional territory. He maintains close contact with the Education 
and Training Section in reducing the backlog of veterans awaiting 
induction into on-the-job training facilities. 

t. State liaison representative——The State liaison representative 
is responsible for the maintenance of contacts with State approving 
officials. He keeps the State informed of Veterans’ Administration 
requirements and brings to the attention of responsible officials those 
institutions or establishments, over which the State has jurisdiction, 
which are not complying with the established policies or procedures 
or are not meeting established standards. 

(6) Education and Training Nection 

The Education and Training Section, under a section chief, locates 
training facilities and arranges for and supervises the training of 
veterans under Public Law 16. It also direct the authorization of 
tool issues to veterans in training under Public Law 346. 

To carry out these functions, the section consists of one or more 
training units, a special rehabilitation procedures officer and a Ree- 
ords Control Unit. In addition, in some of the larger offices, there is 
an assistant chief. 

l. Assistant chief —Normally, the assistant chief is responsible for 
the over-all administrative functions of the section. He acts for the 
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chief in the latter’s absence and assists in coordinating and directing 
all section operations. 

2. Training units —Training units, under unit supervisors, are 
staffed with training officers to ‘handle case loads as assigned. 

Each training officer finds a suitable training opportunity and pre- 
scribes a training course for Public Law 16 cases assigned to him, 
arranges with the Training Facilities Section to contract with es- 
tablishments as necessary and ascertains that the training is in line 
with veterans’ employment objectives and specific medical limita- 
tions. He supervises veterans’ training, including the activities of 
induction, leaves, interruptions, discontinuances, and reexamina- 
tions and reentrances as necessary. He certifies to the veteran’s reha 
bilitation and refers him to State employment service offices for job 
placement. 

3 N pe eal ie hahilitation proce dure S once | Pan -This officer handles 
— officers’ duties for veterans with designated serious handi- 

caps. le may also take on other work if his load permits. In some 

cases he authorizes issuance of tools to veterans training under Publie 

pe 346, handles concurrences with guidance centers and rehabilita 
tion advisement officers at Veterans Administration hospitals and 
maintains liaison with State employment services. 

Records control unit—This unit, under a supervisor, receives 
certificates of need and employment objectives together with supple- 
mentary records from the Advisement and Guidance Section and 
prepares the training subfolder which is the veteran's file while he is 
in training. It maintains locator files showing assignment, super 
visory control, roster of trainees, and pending inductions. It follows 
up monthly reports of training due and posts the information con- 


tained therein to the supervisory control file. It prepares leave rec- 
ords and keeps training subfolders complete and current. 

This chapter has described the form of organization through which 
the program is being carried out. In the following chapter the ree- 
ommended plan of organization is discussed. 


IV. OrGanization RecoMMENDATIONS 


The proposed basic plan of organization for the Veterans Admin- 
bidvatien presented in volume II, Top Management, necessitates 
changes in existing organization structure of Vocational Rehabilita 
tion and Education in two principal respects. 

First, it is recommended that the agency be organized into seven 
completely integrated program departments, one of which is Voca- 
tional Rehabilitation and Education, and that these program depatt- 
ments be given the responsibility and authority to direct and control 
all field operations concerned with the program on an operating basis. 
This, therefore, changes the reporting relationship of chiefs of the 
vocational rehabilitation and education divisions in the field from the 
regional office managers to the Assistant Administrator of the pro 
gram in central office. 

Second, it is recommended that the auxiliary staff services required 
to carry out each program be placed under the direction and control 
of the program department. Accordingly. the departmental organi- 
zation hould be expanded to include units for personnel, budget and 
finance, reports and statistics, and organization and methods functions. 
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The basic organization of the technical functions of Vocational Re- 
habilitation and Education is fundamentally sound. It logically 
groups substantive functions into four major services: Authorizing 
veterans’ entrance into and continuance in training and payments 
therefor, contracting for training facilities, furnishing vocational 

guidance to veterans, and supervising their education or training. 

This division of work has proved effective and practical. It is 
flexible, permitting modifications with shifts in program emphasis 
within the basic structure, and therefore should be adequate to carry 
the World War II program through to its completion in 1956 and to 
handle the influx of veterans of Korea antic ipated during 1952-53. 

Hence, the proposed organization plan for Vocational Rehabilita- 
tion and Edueation prov ides for preserving the four basic services of 
the program, under an Assistant Administrator. 


1. CENTRAL OFFICE ORGANIZATION 


The proposed | lan of organization shown in exhibit V_ provides 
for a fully idtenet ated program department directed and controlled 
from a central office organization. 


ExHipir V-1 


VETERANS ADMINISTRATION VOCATIONAL REHABILITATION AND EDUCATION PROGRAM 
PROPOSED PLAN OF ORGANIZATION, CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES OF THE ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations and interpretations 
thereof pertaining to the vocational rehabilitation and education program. 

2. Forecast facilities, personnel, supply and budget requirements for vocational 
rehabilitation and educational operations. 

3. Formulate and recommend objectives and policies for the vocational rehabili- 
tation and educational program. 

4. Develop and recommend a plan of organization for vocational rehabilitation 
and education operations. 

>. Approve program, plans and procedures for effective execution of vocational 
rehabilitation and education operations. 

6. Consult with and utilize the services of the functional staff of the adminis- 
trator in the development of policies, plans, programs, procedures and standards 
of performance for the vocational rehabilitation and education program; in the 
training, counseling and guiding of functional staff personnel in the Vocational 
Rehabilitation and Education Department; and in the appraisal of results. 

7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

8. Maintain good relations with employees of the Vocational Rehabilitation and 
idueation Department. 

9. Direct and coordinate vocational rehabilitation and education operations in 
accordance with established objectives, policies, plans, procedures and organiza- 
tion structure and within approved budget limits and existing laws and 
regulations, 

10. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations and 
procedures. 

11. Keep the administrator informed concerning current vocational rehabilita- 
tion and education operations, results and future plans through established 
reports and personal meetings. 

12. Establish standards of performance, and evaluate results of the vocational 
rehabilitation and education program. 

13. Keep informed of technical and administrative developments in the voca- 
tional rehabilitation and education field, and maintain good relations with in- 
terested technical and other outside groups and with Government representatives 
and agencies. 
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Exurpirt V-2 


VETERANS ADMINISTRATION VOCATIONAL REHABILITATION AND Epucation Pro- 
GRAM——PrRopPOsSED PLAN OF ORGANIZATION, CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES COMMON TO ALL EXECUTIVES REPORTING DIRECTLY TO THE 
ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations and interpretations 
thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply and budget require- 
ments for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization 
for assigned functions. 

t. Select immediate subordinates, and approve selection of their immediate 
subordinates. 
>. Direct the operation of assigned functions, 
6. Maintain good relations with employees under his supervision. 
7. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations and 
procedures 

8. Keep the assistant administrator informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

% Develop standards of performance, and evalute results of assigned oper- 
ations 

| Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and 

leg | governmental agencies, 


other outside groups an 


EXHIBIT V—3 


VETERANS ADMINISTRATION VOCATIONAL REHABILITATION AND Epucarion Pro- 
GRAM-—PROPOSED PLAN OF ORGANIZATION, CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates 

t. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems and in complying with established rules, regulations, and 
procedures. 

7. Keep the service director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

(1) Assign full authority over the vocational rehabilitation and edu- 
cation program to the Assistant Administrator 

Under the present plan of organization, responsibility for the ad- 
ininistration of vocational rehabilitation and education operations is 
divided between the Assistant Administrator and 70 regional office 
managers. This division of responsibility has caused difficulties in 
coordination and in obtaining uniformity of service to veterans and 
has resulted in a highly centralized type of control which in some 
respects has adversely affected service to veterans and economy of 
operations. 

It is therefore recommended that full responsibility for and au- 
thority over the program and its operations be assigned to the Assist- 
ant Administrator and that the Administrater hold him fully ac- 
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countable for the results of the program. To implement this recom- 
mendation, it is further recommended that responsibility for all field 
operating activities of the program, together with the required sup- 
porting staff services, be transferred to the Assistant Administrator. 
Exception to this principle should be taken only in cases where staff 
services required can be reasonably and economically obtained from 
other departments on a service basis. This proposed change, in effect, 
formalizes and clarifies a situation which natural forces of operating 
necessity made inevitable and which is already virtually a working 
reality. 

The Assistant Administrator should report directly to the Deputy 
Administrator of Veterans Affairs and through him to the Admin- 
istrator. He should be responsible for administering all laws relating 
to the program and for directing the operations involved in the pro- 
gram and the staff services needed within the Department to support 

the technical activities. He should cooperate with other Assistant 
Administrators by seeing that all vocational rehabilitation and edu- 
cation operations are conducted in complhance with Veterans Admin- 
istration policies and the rules, regulations, and laws which are appli- 
cable. He should act as adviser to the Administrator on program 
matters and participate in agency-wide planning and policy making. 
He should maintain effective relations with other agencies, civic bodies 
and professional societies, and other groups interested or involved in 
the program. These and other major responsibilities are summarized 
on exhibit V—1, following exhibit V. Responsibilities common to the 
executives reporting to the Assistant Administrator are shown 


on 
exhibit V-2 and those common to division heads on exhibit V 


The proposed plan of organization provides for the continuance of 
the Advisory Committee to consult with the agency on matters of 
policy and to assist In maintaming sound professional and civic rela- 
tions in the field of veterans’ education. 


(2) Transfe y the Ri ad justme NE 4 | llowanee Ne rvice to the Vor ationad 
Rehabilitation and Education Di partment 


It is proposed that the Vocational Rehabilitation and Edueation 
Department assume responsibility for making readjustment allow- 
ances available to such unemployed or self-employed veterans as are 
entitled to this benefit under the terms of Public Law 346, title V. 
This responsibility is now assigned to Finance, where it is organized 
as the Readjustment Allowance Service. 

At its peak, readjustment allowance was a large program. As many 
as 1,800,000 continuing claims have been paid in a single week, and 
initial claims have been received at the rate of 250,000 a week. From 
its Inception in 1944 through December of 1951, the program has cost 
about $115,000,000 to administer and has accounted for benefit pay- 
ments of more than $3,822,.200,000, At least one claim has been filed 
by each of 9,698,000 veterans of the estimated 15,276,000 veterans of 
World War IT. 

Today, readjustment allowance is an almost extinct program. Only 
a small number of postwar reenlistees are eligible for these benefits 
under time limits imposed by the law. During December of 1951 
a total of 776 new and renewed claims were filed. Claims paid per 
week during that month averaged less than 800. Amount of benefits 
paid for the month was $58,773. 
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The program has always been administered by State employment 
services, under contract. Veterans Administration has set standards, 
established basic procedures, audited accounts and compliance to reg- 
ulations and handled veterans’ appeals. It has kept records of in- 
dividual veterans’ allowances as a control over exhaustion of entitle- 
ment and to prevent payment of readjustment allowances to veterans 
simultaneously with subsistence or increased pension payments. 

Currently, the readjustment allowance program consists princi- 
pally of liaison with and auditing of State agencies’ records prepara- 
tory to taking over such of them as are to be preserved. 

The proposed plan of top organization provides for the assignment 
of operating responsibility to the program departments. The read- 
justment allowance program, therefore, would be misplaced at the 
top policy making and planning level represented by the reconstituted 
and expanded Budget and Finance Department discussed in volume 
III of this report. 

The most natural association for readjustment allowance is with 
the vocational rehabilitation and education program for three prin- 
cipal reasons. The two benefits are closely tied together by law. The 
payment of unemployment benefits must be coordinated with sub- 
sistence payments. Finally, Vocational Rehabilitation and Educa- 
tion maintains closer relations with State governments than does any 
other program. It is, therefore, in the best position to handle this 
important aspect of readjustment allowance activities. Consequently, 
it is recommended that the Readjustment Allowance Service be trans- 
ferred to the Vocational Rehabilitation and Education Department, 
with the Director reporting tothe Assistant Administrator and respon- 
sible for the policy, procedural, contract negotiation, and audit func- 
tions presently being performed. 

(3) Establish a Budget and Finance Service 

The establishment of this service within the Vocational Rehabili- 
tation and Education Department at central office is recommended 
to provide the assistant administrator with the control accounts, finan- 
cial reports and financial guidance required for effective operation and 
to provide functional guidance and supervision of budget and finance 
activities in the field. 

Specifically, the budgetary analysis work now performed in the 
Research Division of Registration and Research Service and by the 
several special assistants in various locations throughout the depart- 
ment should be concentrated in the Budget and Finance Service. 
This will consolidate these important financial controls under one offi- 
cer directly responsible to the assistant administrator. 

This service should be subdivided into two divisions: a Budget 
Division and an Accounting Division. 

The Budget Division should be responsible for the development 
of policies, plans and procedures for budget administration within 
the department and for administration, throughout the operations, 
of the budget policies and procedures established by the Budget and 
Finance Department. It should be responsible for the review, analy- 
sis, consolidation and submission of budgets for the department and 
should administer budget allotments for the operations. 

The Accounting Division should be responsible for maintaining the 


general books and allotment control ledgers of the Department and 
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for developing policies and procedures governing accounting opera- 
tions throughout the Department within the limitations established by 
the Budget and Finance Department. It should consolidate field 
financial reports and regular routine statistical data for submission to 
the assistant administrator and prepare fiscal statements from the 
books of account. 


(4) Establish a Research and Ewaluation Service 

As discussed in chapter II, no real attempt has been made to eval- 
uate the results of the vocational rehabilitation and education program 
in terms of accomplishment of its objectives and the actual benefits 
accruing to veterans as a result of the training provided. ‘This is an 
important part of the operation which should be provided for. It is 
therefore recommended that a Research and Evaluation Service be es- 
tablished to conduct statistical research required for evaluation of pro- 
gram results and to evaluate results for the assistant administrator. 

The Research and Evaluation Service should be supervised by a 
director reporting directly to the assistant administrator. The nu- 
cleus of the service should be the present Research Division, which 
should be transferred from the Registration and Research Service. 
The Research and Evaluation Service should also absorb and fur- 
ther develop the functions now performed by program analysts in 
the present Research Division and similar functions performed on 
an informal basis by personnel in the existing services. 

It is not intended that this service handle routine, continuing statis- 
tical reports, as these should be prepared by the Budget and Finance 
Service. It should, however, determine, collect, compile, analyze 
and evaluate special data and statistics on either a project or a test 
check basis. The director of this service should work closely with 
the directors of other services in the planning of the research and 
evaluation program. 

(5) Appoint an assistant for personnel 

The proposed plan, which decentralizes personnel administration 
to the program departments and which places field operations under 
these departments, requires that each be organized to handle these 
added personnel responsibilities. 

It is therefore recommended that an assistant for personnel be 
appointed to advise the assistant administrator on personnel problems 
and activities in the department. He should plan and administer the 
personnel programs of the department and assist operating executives 
and staff officers in the solution of personnel problems. He should 
work closely with executives of the department in the establishment of 
position classifications, qualification standards and position descrip- 
tions and should review and inspect those prepared throughout the 
division. 

He should also be responsible for the development of performance 
rating criteria which are suited to the kinds of work performed 
throughout the department and which can be use effectively to evaluate 
performance. 

He should act as liaison with the Personnel Division of the Central 
Office Management Service in recruitment of personnel for central 
office staff of the department and with the Personnel Department in 
interpretation of policy and obtaining of technical assistance. 


. 4 
, ~55 
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He should provide functional direction to field station managers 
on personnel matters and guide the development of training programs 
throughout the department. 


(6) Establish an Organization and Methods Service as an aid to 
over-all improvement in vocational rehabilitation and educa- 
tion operations 

In order to provide the assistant administrator and other key execu- 
tives of the department with assistance in effecting improvements in 
operations, it is recommended that an Organization and Methods 
Service be established. 

As the operational recommendations presented later in this report 
indicate, there is a fertile field for imporvement in methods and stand- 
ards of work measurement in vocational rehabilitation and education 
operations. This service should work with other executives of the 
department to identify and take advantage of these opportunities. 

The Organization and Methods Service at central office should be 
responsible for preparation of manuals and instructions, work now 
carried on by various special assistants in the several program serv- 
ices and by the specialist in publications and special communications 
now located in Advisement and Guidance Service. It should con- 
solidate and systematize this work and should undertake to simplify 
and standardize the media now used. However, the substance of 
instructions should be the responsibility of the several program serv- 
ice directors. Clearance of instructions through this service provides 
the necessary control over instructional material. 

This service should administer management improvement programs 
and the incentive awards program for the department, control the 
use of forms and conduct organization studies. In addition, it should 
be responsible for obtaining adequate supplies, space and equipment 
for the central office organization. 


(7) Establish an operations manager to direct field operations of the 
Department 

In accordance with the recommended basic plan of organization 
that vocational rehabilitation and education operations in the field 
report directly to central office, an operations manager should be pro- 
vided to direct and control these field operations. He should report 
directly to the Assistant Administrator of the Department. 

The operations manager should be responsible for seeing that the 
operations of the Department are conducted in accordance with the 
plans, policies and procedures established by the central office staff 
of the Department and with the policies and procedures established by 
the Administrator’s staff. He should promote and control expeditious 
and low-cost operations in the field and should recommend field sta- 
tion locations and selection of top field personnel. 

He should take over that portion of the work carried on by the 
executive assistant which has to do with the coordination and super- 
vision of vocational rehabilitation and education activities in the field 
and the functions of field supervision now carried on by the various 
special assistants to the directors of the several program services and 
by the various special assistants for operations. 

He should assume responsibility for the conduct of foreign opera- 
tions now carried on within the Foreign Operations Division of 
Reststretion and Research Service. In view of its close connection 
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with activities carried on by the State Department, this work should 
continue to be done in Washington by the small staff which currently 
conducts it. 

Through his field operations he should assume responsibility for 
the negoti: ition of Nation-wide contracts with schools and business 
establishments and of contracts with State governments now handled 
directly by Training Facilities Service at central office. 

He should receive and render decisions on all questions involving 
operating policy, procedure or individual action which are sent to 
central office from the field, or which come to central office from other 
sources within or-outside of Veterans Administration. 

In carrying out his broad responsibilities, the operations manager 
should recognize the staff responsibility, parallel to his own, of the 
administrative and program staff specialists of the Department for 
the proper conduct of their assigned functions. Contracts for Nation- 
wide training facilities and for services of State governments should 
be reviewed by Training Facilities Service, and contracts for guidance 
center operations should be reviewed by Advisement and Guidance 
Service, before they receive the approval of the operations manager. 
He should continually consult with and use the talents of staff people, 
particularly on matters involving interpretation of law, regulation 
and policy. In rendering decisions, he should be guided by their 
advice. 

However, subject to the Assistant Administrator’s overriding au- 
thority, the decisions finally rendered should be the manager’s own. 
This is fundamental since it is in this manner that the Assistant Ad- 
ministrator is assured that he can hold the operations manager fully 
accountable for results. 

He should have on his staff at central office the Foreign Operations 
Division headed by a chief to handle the program with respect. to 
veterans in foreign institutions. 

(8) Eliminate assistant directors of services and special assistants 

The establishment of a formally constituted administrative staff 
and the clear delegation of operating authority to one officer, as gee 
vided for by the proposed plan, will permit handling the work 
central office directly by and among officers responsible for aie 
functions. There will be no need for special assistants in planning, 
operations or field supervision, or for assistant directors of services 
who are engaged in coordinating administrative details within their 
organization. 

The work which has been handled piecemeal by special assistants 
for planning in each service will, in the proposed organization, be 
consolidated, as appropriate, in Budget and Finance Service, Organ- 
ization and Methods Service or Research and Evaluation Service or 
be performed by the assistant for personnel or the operations manager. 
In addition, with the appointment of the operations manager, it will 
no longer be necessary to have an executive assistant in the 
Department. 

Supervision of field operations presently coordinated by special 
assistants for operations will be primarily a matter of direct com- 
munication between the general manager and his field stations. A1- 
though there will still be need for personal contact between admin- 
istrative and program staff employees and the field, it will no longer 
need to take the form of periodic “inspections.” Instead, top staff 
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contacts with the field should be maintained by responsible officers 
and specialists on a constructive review basis which is described in 
the operating recommendations. 

Relieved of the odds and ends of administrative functions and of 
the heavy volume of operating decisions with which they have been 
burdened, directors of the technical services should no longer need 
to have assistant directors standing between them and their division 
heads. Instead, they should work directly with the chiefs of the divi- 
sions to give them the kind of leadership and coordination best de- 
signed to produce sound, foresighted planning. 

In fact, assistant directors today do not have the full responsibility 
which their positions on organization charts would indicate. They 
are more comparable to administrative assistants and, in some in- 
stances, they are really acting almost full time as the actual head of 
one of the service’s divisions. This proposal, therefore, to some extent 
only recognizes and provides for improving an existing situation. 

(9) Revise the functions of ewisting technical services 

As indicated previously, top organization of technical functions of 
the program has been noticeably satisfactory and it is recommended 
that these services be retained. 

However, the previous recommendations in this chapter have trans- 
ferred some of the functions currently found in these services to other 
units of the organization structure, particularly with respect to field 
supervision, administrative planning, and operating decisions. 

The proposed functions which are common to each service as ap- 
plied to its specific specialty are: 

1. Formulation of policies and basic procedures governing counter- 
part operations in the field. 

2. Development of standards for the kind, quantity, and quality of 
staff, facilities, equipment, and supplies required for operations, and 
review of budgets for corresponding field activities. 

3. Forecasting of program requirements and planning and for- 
mulation of basic objectives and policies for the program. 

4. Appraisal of comformance with established policies and stand- 
ards and of results of corresponding operations in the field. 

5. Maintenance of good relations with internal and external groups, 
associations and other governmental agencies involved in the pro- 
gram. 

To carry out these functions, the technical services should be or- 
ganized as follows: 

1. Registration service—The specific functions with which this 
service should be concerned are the eligibility and entitlement of vet- 
erans to education and training, the authorization of subsistence 
allowances and loan benefits, and the registration of veterans apply- 
ing for training. In addition to the functions transferred elsewhere 
up to this point, the liaison with the Department of Labor on oeccu- 
pational outlook should be transferred to the advisement and guid- 
ance service, which actually uses the information so gathered and 
which at the present time partially duplicates this work through the 
job analysis and occupational information specialist. 

This service should require only two divisions, the Entitlement 
Division and the Anthorization Division. The current functions of 
these Divisions should be retained. 
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2. Advisement and guidance service—This service should be re- 
sponsible for the professional aspects of vocational counseling. These 
comprise the testing of veterans or otherwise determining ‘veterans’ 
needs for training and the establishment of vocational “objectives. 
This service should continue to establish guidance centers and to re- 
view and approve the terms of the contracts under which they operate. 

The director of this service should retain the advisory committee 
on vocational counsel and should continue to have reporting to him a 


group of professional specialists in vocational training covering the 
following activities: 

Case procedures development and adjustment 

Guidance centers and vocational counseling 

Job analysis and occupational information 

Personal adjustment counseling 

Test techniques and construction 

Hospital and special rehabilitation 

Special guidance programs 

3. Training facilities service—The two principal functions of this 
service should be the defense of contracts with institutions and other 
training establishments upon appeal to the Veterans Education Ap- 
peals Board and negotiation of contracts with training facilities. 

These two functions should be conducted by two divisions: a Trial 
Division and a Facilities Contract Division. This latter division 
should also review Nation-wide contracts for the approval of the 
operations manager. 

4. Education and training service—The Education and Training 
Service should conduct the functions common to all four services in 
respect to course prescription, facility selection, training supervision, 
and employment assistance for veterans eligible under both Public 
Law 16 and Public Law 346 where applicable. 

The service should operate through four divisions, each of which 
should continue its present functions. These divisions are Agriculture, 
Trade and Industrial, Professional and Business, and Special Rehabili- 
tation Procedures Divisions. 

The sharply defined lines of demarcation which should exist between 
staff services in central office and their counterpart operations in the 
field need clear understanding and meticulous observance by all con- 
cerned in the future administration of vocational rehabilitation and 
education programs. They are inherent in the proposed form of 
or ganization and are fundamental to its successful operation. 

Briefly, in the proposed plan, central office staff formulates objec- 
tives, policies, — and programs, and develops standards of per- 
formance and basic methods and procedures governing the conduct 
of vocational rehabilitation and education oper: ‘ations; the field opera- 
tions carry out approved programs in accordance with established 
objectives, policies, standards, methods, and procedures. This clear 
distinction is lacking today. 

Asa result, central office staff frequently makes operating decisions, 
particularly when matters which cannot be handled in the regular 
routine are involved, and, in some specific instances, actually conducts 
regular operations from Washington. To make this possible, there 
has been established a formidable and costly system of complicated 
operating controls which are discussed later in this report. 

The proposed plan of organization recognizes that the staffs at cen- 
tral office have a staff responsibility for the caliber of work performed 
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in the field, even though the responsibility for actually ne 
results rests with operating officers. In simplest terms, the central 
office staffs should be responsible for— 

1. Knowing what should be done. 

2. Obtaining agreement of top and operating management that 
it should be done. 

3. Suggesting ways in which it can best be done. 

4. Following up to see that it is being done correctly. 

5. Calling attention of top and operating management to in- 
stances where it is not being done correctly or where it can be 
improved. 

6. Guiding and assisting operating management to take reme- 
dial measures or to achieve improvement. 

To carry out these responsibilities will require the central-office staffs 
have fuli access to pertinent information, that they establish and 
maintain proper internal and external contacts and that they keep in 
close touch with operating results and problems through reports and 
through the operations manager and his staff. 


Exuisit VI.—Veterans Administration vocational rehabilitation and education 
program—Distribution of veterans in training by regional offices, Dec. 31, 1951 


PUBLIC LAW 16 
Trainees Offices 


ee We coecnecb ne aeeceaae A etl en ee Re ae Eee ee ee 21 
400 to 7 

800 to 1,1 

1,200 to 1,5 

BRS TMIIN 5: <einctoins&: cetisissseasicn th wkncaeadaticeiecimesiotenn F iaueaieiuhascen deen ipamandioem baie eakcamaamaoalren 

2,000 to 2,280 


PUBLIC LAW 346 
Trainees 


I 0: IIE. nemeristnirattiessiesennee ante snieenentnnimoneaanneaeaaeae 
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30,000 to 39,9 

GORI bd SIDE i nccicicuninredsennpesnteaseanaiiieaictieniiiauadedieilaatia teammate 

50,000 to 82,144 

(10) Consolidate administration of vocational rehabilitation and edu- 
cation operations into a limited number of field locations 

To facilitate the direction and control of all vocational rehabili- 
tation and education operations in the field by the Assistant Adminis- 
trator and his Operations Manager, it would be advantageous to con- 
solidate the administration of these operations into a fewer number 
of field locations. The principal advantages are as follows: 

1. Uniformity of decisions will be improved.—In a program such as 
vocational rehabilitation and education, in which professional judg- 
ment plays such an important role in the effectiveness of operations, 
uniform handling of veterans and contract institutions is difficult of 
achievement. This is further aggravated by the wide dispersion 
of the administration of operations in 70 different offices. Concen- 
tration of administrative functions in fewer offices would greatly 
minimize this problem, with consequent improvement in the quality 
of the work. 
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2. Specialization in handling different types of work can be ob- 
tained.—In many offices the volume of work is not sufficient to permit 
any effective specialization of personnel in authorization work or in 
the professional aspects of advisement and guidance, and education 
and training. This has an adverse effect on the quality of work and 
of service to veterans. By concentration of this work in fewer loca- 
tions, the volume at each location should be such that it will permit 
specialization by type of training and by professional requirements. 
_ 3. Utilization of personnel will be improved.—Operations observed 
in the field indicated that there are frequent occasions when personnel 
either is not fully occupied or is heavily overloaded. This results 
primarily from the technical requirements of the program which re- 
quire maintenance of various technical staffs regardless of workload. 
The wide variation in workloads currently existing is shown in ex- 
hibit VI. Consolidation of operations will permit greater flexibility 
in the use of personnel. In turn, this will improve service and de- 
crease costs. In addition, consolidation will result in greater economy 
in space utilization and in use of tabulating and other equipment re- 
quired by the operations. 

4. Improved administrative control is possible-—Wide dispersion 

of a large number of offices makes administrative control by central 
office difficult. Currently it is accomplished principally through field 
supervisors. This has not been particularly effective. Fewer admin- 
istrative centers in the field will permit frequent contacts at the 
executive level, which will result in better management control. 
5. Administrative costs will be reduced substantially —The cost of 
administering vocational rehabilitation and education activities is 
greatly increased by the multiplicity of locations of operations. Con- 
centration of administration at fewer locations will reduce these costs 
substantially. 

The advantages of further concentration of vocational rehabilita- 
tion and education operations and their administration are substan- 
tial. The nature of the majority of the work is such that Veterans 
Administration can and should realize these benefits through consoli- 
dation. Veterans in training under Public Law 346, representing the 
largest volume of transactions, seldom require or have direct contact 
with personnel of the department. Initial contacts are most often 
with contact representatives or with training or educational institu- 
tions. Subsequent transactions are conducted almost entirely by mail. 

Since it is contemplated, as discussed later, that a few employees 
engaged in advisement and guidance and in training would be sta- 
tioned in the present locations of regional offices and V A offices, where 
required, the quality of service to veterans and training institutions 
would be maintained at the present high level. Activities of these 
employees could and should be administered from a reduced number 
of administrative centers to gain the advantages enumerated pre- 
viously. Some increase in travel expense may be required, but it 
would be minor in comparison with the benefits to be achieved by such 
consolidation. 


(11) Establish 14 vocational rehabilitation and education centers 
In determining the number, location, and jurisdictional territories 
of proposed vocational rehabilitation and education centers in which 
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the agency should concentrate administrative operations, five factors 
required consideration. These were: 


. Balanced workload. 
. Distance of travel and adequacy of transportation. 
. Type of training predominating. 
. Distribution of total veteran population. 
. Availability of personnel housing and office space. 


Analysis of the present workloads revealed that a balanced work- 
load could be obtained by consolidation into 12 centers which would 
also balance fairly well any potential workload as measured by train- 
ing experience related to veteran population. 

However, consideration of the factors of distance and transporta- 
tion with respect to 12 centers with balanced workloads indicated that 
several of the territories in the western and northwestern parts of 
the country would be too large geographically for adequate super- 
vision, from the center, of those employees in other offices. 

It was recognized that the large metropolitan centers of the country 
greatly overb: alanced the Mountain and Plains States in the worklo: rds 
they carried and that the predominance of veterans in training in 
relation to the total number in the area experienced in the South was 
substantially higher than in the North. Therefore, the ultimate ob- 
jective of bi uanced workloads had to be modified in favor of territory 
size in terms of area covered. 

It is therefore recommended that 14 vocational rehabilitation and 
education centers be established. These centers provide for a fair 
balance in workload and in office size and for reasonable geographical 
divisions of territory. The location of these centers, their territories, 
and the present workloads measured in terms of the number of vet- 
erans in training are shown as exhibit VII. A map of the territories 
assigned to each center follows this exhibit as exhibit VIII. 

The proposed centers fall into two size groupings. The St. Paul, 
Denver, and Seattle centers are the smaller. The remaining 11 are 
fairly well balanced as to workload. 


Exurpir VIIl.—Veterans Administration vocational rehabilitation and education 
program—current workloads and proposed location of vocational rehabilitation 
and education centers, June 1951 

Center Veterans 

Chicago Center: in training 


BEE csv as-cncsserassaansoeinregalineseicbiadeds antonio eteapamabaame eminence ahiakin antenatal 61, 142 
Missouri 41, 327 


Indiana 29, 304 


Total__- 131, 773 


New York City Center: 
New York City 
Puerto Rico 


Total 


Atlanta Center 
Georgia__ 3 50, 682 
North Carolina . 42, 426 
South Carolina 


ine salina cc Sore lattes ep ase testi earl 122, 441 
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Exuisit VII.- 
program 
and education centers, June 1951—Continued 


Center 
San Francisco Center: 
California____- 
Philippines and Hawaii 
Arizona 
Nevada 


Total__ 


Cleveland Center: 
Ohio 
Michigan 
Kentucky 


Baltimore Center: 
New Jersey__-_ 
Washington, D. 
Virginia_ 
Maryland_ 
West Virginia 
Delaware 


Montgomery Center: 
Alabama 
Florida 


Tennessee___ 
ID ia sects: Sacer edagd thaltien ska at 


New Orleans Center: 
Louisiana 
Mississippi___--- 
Arkansas_. 


Total 


Dallas Center: 
Texas 
Oklahoma_- 


Total 


Boston Center: 
Massachusetts___- —— 
Connecticut_ 
Rhode Island 
Maine 
Vermont " 
New Hampshire_. 


Total 


Pittsburgh Center: Pennsylvania_ 


New York State (excluding New York City) -------~--- 


867 


Veterans Administration vocational rehabilitation and education 
current workloads and proposed location of vocational rehabilitation 


Veterans 
in training 
105, 208 
8, 844 
6, 601 
990 


sd cinn'se a ceesiahieeseciiniitaai. (ay ee 


"9° 
ae, 


469 


120, 407 


112, 581 


87, 240 


112, 299 


89, 284 
39, 896 
14, O85 
7.561 
4,402 
3, 405 
2, 481 


. 111,114 


107, 149 
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xHiBIT VII.—Veterans Administration vocational rehabilitation and education 
program—current workloads and proposed location of vocational rehabilitation 
and education centers, June 1951—Continued 


Center Veterans 
St. Paul Center: in training 


Minnesota 24, 542 
Iowa 22, 463 
22, 046 

8, 687 

7,714 


Ecce aca 


Denver Center: 


3, 376 
63, 465 


Seattle Center : 
Washington ? 17, 390 
a j 6 11, 875 
Idaho : J 7, O72 
Montana___- i aoe ceed . 6, 524 
NR ora es lie : 800 


Total - ; ; a “i x} wicmsiah danse: | 


All of the locations for centers are sites of present regional offices. 
district offices, and centers. In view of the proposed consolidation of 
offices and establishment of claims and insurance centers, office space 
and personnel should be available at these locations. 

In determining the proposed locations for vocational rehabilitation 
and education centers, full consideration was given to the procedural 
relationships with claims activities which are required in the conduct 
of the vocational rehabilitation and education program. These re- 
late to such matters as determination of the need for guardians, estab- 
lishment of the degree of disability of veterans with dependents and 
establishment of legal dependents of veterans. These decisions are the 
responsibility of the Claims Department and will be made in sepa- 
‘ately located claims centers. Adequate procedures can be established 
for the transfer of information concerning these decisions to the voca- 
tional rehabilitation and education centers, and for the transfer of 
other information in veterans’ files which may be required by the 
Vocational Rehabilitation and Education Department. 

This consolidation of vocational rehabilitation and education admin- 
istrative activities into 14 centers will enable Veterans Administra- 
tion to reduce administrative costs substantially, with other savings 
resulting from more effective use of personnel in the larger offices. Tt 
is conservatively estimated that savings resulting from this consoli- 
dation will approximate $4,050,000 annually. 
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2. VOCATIONAL REHABILITATION AND EDUCATION CENTER ORGANIZATION 


Recommendations in other volumes in this report establish similar 
administrative centers for other program operations. In addition to 
vocational rehabilitation and education centers, it is proposed to locate 
Joan guaranty centers in the physical facilities of present regional 
offices in the locations selected. Administration of veterans’ service 
activities will also be centralized in these offices, which will thereby 
become veterans’ service centers. 

In the interest of economy it is proposed in volume IV that, where 
administrative centers are physic ally located together, the veterans’ 
service center provide certain administrative and residency services 
to other occupants of the same building—in this case the vocational 
rehabilitation and education center. 

Under this arrangement the veterans’ service center will provide 
the following administrative services: 

(1 ) Procure personnel as required. 

(2) Recommend suitable individuals for transfer from other 
organization units of the agency. 

(3) Maintain basic personnel records. 

(4) Maintain general ledger, allotment accounts, and cash 
records. 

(5) Provide historical finance information for budget purposes. 

(6) ) Prepare payrolls, arrange for payroll payments, and main- 
tain individual leave, retirement, and earnings records. 

(7) Upon request by Vocational Rehabilitation and Education, 
purchase, store, and issue trainee tools, books, supplies, and equip- 
ment, and arrange for payment for such property and other serv- 
ices required by vocational rehabilitation and education opera- 
tions. 

(8) Prepare financial statements of fiscal conditions of ac- 

| counts. 
(9) Provide tabulating service. 

In addition to these administrative services, Veterans Service Center 
will provide legal and public information service, as required, at the 
centers and the following residency at all of its offices: 

(1) Incoming and outgoing mail and distribution. 
(2) Transportation arrangements and processing of travel 
vouchers. 
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(3) Telephone and teletype operations. 

(4) Purchase and storage of supplies. 

(5) Fire protection. 

(6) Space allocation. 

(7) Maintenance of property. 

(8) Messenger, janitor, and guard service. 

(9) First- aid assistance. 

(10) Hiring for clerical grades. 

(11) Receipt and handling of cash by agent cashier. 


As will be pointed out later, it is contemplated that there will be a 
few vocational rehabilitation and education employees located out- 
side the center at regional and VA offices which are maintained by the 
veterans service centers principally for the purpose of providing 
personal contact services to veterans. The vocational rehabilitation 
and education personnel located at these offices will be provided with 
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the 11 residency services by the Veterans Service Department. The 
administrative services required by these employees will be provided 
through the vocational rehabilitation and education organization at 
the center. 

The proposed plan of organization for the Vocational Rehabilita- 
tion and Education Department provides for a manager of each center 
reporting directly to the operations manager in central office. The 
center manager should be responsible for the effective and efficient 
operation of the program in the assigned territory, subject only to the 
policies and broad procedures established by central office. _ 

A typical plan of organization for a vocational rehabilitation and 
education center. is shown as exhibit IX. Exhibits [X-1 and TX-2 
show the responsibilities common to division and section chiefs, re- 
spectively, under this plan of organization. Details are discussed in 
the following paragraphs. 

ExuHrBit IX-1 


VETERANS’ ADMINISTRATION VOCATIONAL REHABILITATION AND EDUCATION PRO- 
GRAM—PROPOSED PLAN OF ORGANIZATION, VOCATIONAL REHABILITATION AND 
EDUCATION CENTER, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

7. Request, through the Vocational Rehabilitation and Edueation Center man- 
ager, counsel and advice from those responsible for corresponding functions at 
central office. 

8. Keep the Vocational Rehabilitation and Education Center manager informed 
concerning current operations, results and future plans through established re- 
ports and personal meetings. 


Exutpsir [X-2 


VETERANS ADMINISTRATION VOCATIONAL REHABILITATION AND EDUCATION Pro- 
GRAM—PROPOSED PLAN OF ORGANIZATION, VOCATIONAL REHABILITATION AND Epbu- 
CATION CENTER, APRIL 1925 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving mnu- 
tual problems, and in complying with established rules, regulations, and 
procedures. 

6. Keep the division chief informed concerning current operations, results, and 
future plans through established reports and personal meetings. 
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(1) Establish the position of manager of vocational rehabilitation and 
education center 

As chief executive of the vocational rehabilitation and education 
center, the manager should be fully responsible for administration of 
both the technical operations of the program and the staff services 
required, including personnel administration, budget, accounting, and 
methods improvement. In those cases where such staff functions are 
provided by the veterans service center, it should be the manager’s 
responsibility to see that his organization obtains adequate service in 
these respects. 

He should devote the major portion of his efforts to administrative 
matters and management coordination and control. He should keep 
closely informed of center activities through reports of performance 
and through frequent and regular meetings with division chiefs for 
discussion of operating progress and problems and plans for the 
future. 

With extended territory coverage under the center, the role of the 
center manager in the field of public relations should become more 
extensive. As chief executive, he should be responsible for promotion 
and maintenance of favorable relations with governmental, profes- 
sional, and civic groups as well as with the public at large. He should 
coordinate his public relations activities with those of the veterans’ 
service center manager and make effective use of the skills provided 
by the assistant for public information, who reports to the manager of 
the veterans’ service center. 

The establishment of vocational rehabilitation and education as a 
department places with the operating executives additional responsi- 
bility for the maintenance of sound balance in budgeting of and 
accounting for funds and in authorization and utilization of person- 
nel, facilities, equipment, and supplies. In the center, the manager 
should be given responsibility and authority to administer those activ- 
ities as they pertain to the center within the broad limits established 
by central office. 

The center manager should also be responsible for maintaining 
effective liaison with the medical and claims centers in his territory 
on the flow of work concerned with Public Law 16 veterans and other 
mutual operating problems. 


(2) Concentrate registration operations in registration divisions at 
centers 

Vocational rehabilitation and education registration operations are 
conducted currently in the 70 regional offices. Constant reduction in 
the number of registration actions performed and subsequently in 
the size of staff in each office has resulted in conditions where speciali- 
zation of registration actions has become uneconomical. As further 
reductions in the program take place, an increasing number of regional 
offices will face this problem. 

Registration actions lend themselves best to specialized handling 
by type of training. The number of instances in which personal con- 
tact with veterans is indicated is not large. Moreover, since the vast 
proportion of registration work originates by mail and the proposed 
center locations take advantage of existing rail, motor, and air routes, 
no loss of processing time is anticipated in effecting the concentration 
of registration actions in the 14 centers. 
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Authorization and entitlement decisions frequently involve educa- 
tional judgments.- This occurs particularly with regard to questions 
of whether courses are related, whether they adequately meet stated 
objectives, whether they duplicate training already undergone by the 
veteran, whether the veteran is already qualified by training and ex- 
perience for the course objective, or whether the courses represent 
changes that may or may not be authorized or might call for pro- 
fessional counseling by a vocational adviser. 

These requirements have resulted in substantial dependence upon 
training officers in the education and training divisions for authoriza- 
tion of entrance into training. This is particularly true in the smaller 
offices where small volume precludes specialization of registration 
effort. Asa result, basic responsibility for and authority over train- 
ing authorization have become confused and attention of training 
officers to their basic responsibilities of supervising veterans in train- 
ing has been diverted to registration matters. 

For Public Law 16 cases, the responsibility for deciding such issues 
as the foregoing is clearly that of the training officer, who certifies 
the objectives established by advisement and guidance and who pre- 
scribes the training course and establishment in advance of authori- 
zation of training. 

For Public Law 346 training, the registration officer most frequently 
lacks this ready-made solution to problems which require rather de- 
tailed knowledge of educational matters. Generally, registration offi- 
cers are skilled in the legal rather than the educational aspects of the 
vocational rehabilitation and education program. Because of this 
they rely heavily upon training officers. 

Experience in the field shows that eee is minimized in 
larger regional offices where registration officers can be assigned ex- 
clusively to one type of training. These officers quickly learn the 
basic educational factors involved in their specialized fields and are 
soon able to make sound decisions without frequent recourse to train- 
ing officers. 

Therefore it is recommended that authority and responsibility for 
authorization of training be retained in the Registration Division 
and that all registration operations be concentrated at the center in 
order to realize fully the economies of operation and the improve- 
ment in registration service to veterans which can be attained in this 
manner. 

The Registration Division should be directed by a chief who should 
be responsible for determination of veteran entitlement to training; 
for authorization of payment for subsistence, training supplies, and 
tuitions; and for direction of registration activities in conformance 
with the policies and broad procedures of central office and the center 
manager. In addition, he should maintain effective working relations 
with claims, medical, and veterans service personnel, as required, and 
with the Armed Forces and USES officials on registration matters. 

To assist him in the conduct of registration operations, the Division 
Chief should establish the necessary number of registration sections, 
a Coding and Duplication Section, and an Appeal Hearing Section. 

The Registration Sections should continue to carry basic responsi- 
bility for determination of entitlement and for authorization of pay- 
ment for subsistence, training supplies, and tuition for veterans under 
the jurisdiction of the center. 
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Sections should be specialized by type of training to the fullest 
extent practical in the interests of improved economy, utilization of 
personnel, and service to the veterans. They should be of such size 
and number as will insure reasonable workload distribution and ade- 
quate quality of work performance. 

This type of organization, impractical for many small vocational 
rehabilitation and education operations today, is both feasible and 
desirable for the operation of the proposed centers because sufficient 
volume and variety of work will exist to support specialization and to 
permit more economical operations. 

The Coding and Duplication Section, under a chief, should con- 
sist of two units engaged in performing the routine processing and 
follow-up of registration actions. A Coding Unit, consisting of cod- 
ing clerks and wage-control clerks under a supervisor, should code 
all registration actions of the Division and maintain a follow-up on 
individual trainee wage data. A Duplication and Distribution Unit, 
consisting of machine operators under a supervisor, should continue to 
éuplionte all registration actions and distribute these actions to the 
other divisions involved. 

The Appeal Hearing Section should continue to operate as a sep- 
arate section in the Registration Division. It should continue to be 
constituted according to the needs of individual cases brought before 
it and to draw upon the Registration Sections for the specialized 
talent that each case requires. 


(3) Place final authority for center contract review and acceptance 
in the Center Training Facilities Division 

The principal function of Training Facilities Divisions consists 
currently of negotiating local contracts. Final review and acceptance 
on the part of the Veterans Administration rests with the special 
assistants to the central office director of the service located in Wash- 
ington and four other field locations. 

The areas and the workloads assigned to these specialists have been 
too large to permit the close contact that they should have with local 
conditions. These specialists have been handling, for the 70 field 
stations, the annual review and approval of about 2,000 of the 11,000 
contracts requiring annual review. The remainder are reviewed on 
a postaudit basis. Neither of these conditions is highly desirable. 

It is recommended, therefore, that final approv al of contracts nego- 
tiated with local training establishments and institutions be delegated 
to the Training Fac ilities Division at the centers. 

The Division Chief should be responsible for the planning, direc- 
tion, and control of all training-facilities activities in the center terri- 
tory. He should insure that operations are conducted in accordance 
with the policies and procedures established by central office and should 
establish local operating procedures as required. He should main- 
tain favorable relations with institutions, training establishments, 
civic and labor groups, and local, State, and Federal agencies con- 
cerned with the approval and_ inspection of schools and establish- 
ments for veterans’ training. In addition, he should continue to co- 
operate closely with the chiefs of the other center divisions and to 
make use of the legal personnel in the Veterans Service Center on 
legal matters of contracts. 
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With the placement of responsibility for review of contracts in the 
14 field centers, it should be possible to maintain the work of review- 
ing contracts in current condition. Contracts should receive more 
expeditious review when handled by employees familiar with the local 
situation and with the special features incorporated in particular 
contracts. Where contract. review indicates incomplete contents or 
defective negotiation, corrective action can be instituted immediately 
by the local chief of the division. 

A principal objective, however, should be to obtain 14 highly compe- 
tent contracting officers who will supervise and train center staff to 
satisfactory levels of performance. This objective seems reasonable 
of attainment. 

At the present time central office retains authority for negotiation 
of national contracts with correspondence schools and training estab- 
lishments. ‘This requires that central office employees either negotiate 
these contracts at arm’s length or travel considerable distances. 

In the interest of economy and convenience as well as sound organ- 
ization, it is recommended that negotiation of these special types of 
contract be delegated to the centers in which main offices of these 
institutions are located, with the provision that because they directly 
affect the operations of other centers, national contracts be submitted 
to central office for approval. At central office, the Training Facili- 
ties Service should review these contracts prior to submitting them 
to the operations manager for signature. 

To assist the Division Chief in the conduct of training-facilities 
operations, the division should consist of Contract Sections and a 
State Liaison Section. 

The Contract Sections, each under a section chief, should continue 
to perform all functions concerned with negotiation of contracts with 
schools and establishments in assigned territories. Under the pro- 
posed plan of field ee some contract officers or even com- 
plete sections might be located outside the center at other Veterans 
Administration offices in the center territory. Effort should be made 
to place contract officers in locations convenient to their assigned 
areas in order that contract. negotiation may continue to take place 
on the premises of the institution or establishment. In most center 
territories contract officers will all be based in the center and will 
either travel to institutions for negotiations or handle transactions 
through correspondence. 

The State Liaison Section should continue to perform its present 
functions of maintaining close cooper: ation with State approving 
agencies in matters concerning veterans’ training and the institutions 
and establishments in which they are enrolled. 


,) Place com ple te re sponsibility for all territor y voc ational advise- 
ment and quidance in an Advisement and Guidance Division 

In volume V of this report, dealing with the medical program of 
Veterans Administration, it is recommended that the Vocational Re- 
habilitation and Education Department reassume the responsibility 
for supplying vocational advisement and guidance to the hospitalized 
veterans with service-connected disabilities which was transferred to 
the Department of Medicine and Surgery in 1950. Appropriate 
means for handling this work in connection with medical rehabili- 
tation of other patients were proposed in that volume. 
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The principal reasons for recommending this move, reiterated here, 
are: 

1. Guidance is the first step in vocational rehabilitation, for which 
the Vocational Rehabilitation and Education Department is respon- 
sible. The present division of this responsibility is resulting in friction 
between medical authorities in hospitals.and Vocational ‘Rehabilita- 
tion and Education personnel. This is a natural result of unsound 
organization and will undoubtedly continue until proper assignment 
of “responsibility is effected. Since the training officer must certify 
to the feasibility of employment of objectives established by Advise- 
ment and Guidance and assume responsibility for their attainment, 
Vocational Rehabilitation and Education needs complete control of 
all phases of the operations. 

2. Under existing organization the Vocational Rehabilitation and 
Education Department has no authority or control over advisement 
and guidance in hospitals; yet it is held accountable for the conduct 
of this work in accordance with established policies and procedures, 
Obviously, responsibility without authority is impossible of fulfill- 
ment. 

3. Largely because of what seems to be a fundamental incompati- 
bility between medical and vocational views on rehabilitation, medical 
authorities have done practically nothing with the advisement and 
guidance function. After nearly 2 years its position in the hospital 
organization is still unresolved. Many of the advisement and guid- 
ance employees in hospitals are frustrated and resentful of medical 
direction. Accomplishments are negligible, and this program is serv- 
ing little or no purpose in most hospitals. 

4. By law vocational rehabilitation can be provided only in the case 
of service connection. Extension of vocational rehabilitation in hos- 
pitals to those with non-service-connected disabilities is therefore 
legally questionable. This has been an additional reason for the 
failure of the medical advisement and guidance program in hospitals, 

Therefore, it is recommended that the Advisement and Guidance 
Division reassume supervision of hospital advisement and guidance 
units, and through those units make the service available to such 
veterans with service-connected disabilities as are otherwise eligible 
for Public Law 16 benefits. 

The Chief of the Advisement and Guidance Division should be 
responsible for the planning, direction, and control of vocational 
advisement and guidance operations whether performed by Veterans 
Administration personnel or by Contract Guidance Center personnel. 
These responsibilities should include the determination of veterans’ 
needs for vocational training under Public Law 16 and the establish- 
ment of vocational objectives under both Public Laws 16 and 346 
as required or requested. The Chief of the Division should continue 
to maintain close contact with the other division chiefs and with the 
Department of Medicine and Surgery. 

The Division should be organized into three sections and a medical 
consultation staff. 

The Medical Consultation Staff should be comprised of part-time 
doctors of the Department of Medicine and Surgery and should pass 
upon the medical feasibility of training objectives agreed upon by 
the veteran and his vocational counselor. 
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The Personal Adjustment Section, under a section chief, should 
handle difficult counseling cases requiring psychiatric treatment or 
the assistance of community welfare agencies, which should be re- 
ferred to it by the Technical Service and the Case Control Section. 
If medical assistance is required, this section should obtain required 
advice from the outpatient clinic staff. 

The Vocational Advisory Section, under a section chief, should 
handle severely disabled veterans because of the special considerations 
and skills required to select suitable training objectives for this class 
of veteran. Where the workload warrants, the section should be 
staffed with advisers specialized in the major types of disabilities 
prevailing in the territory. It is expected that some counselors in 
this section may be required to travel to accomplish the advisement. 
Also, in some centers where a concentration of severely disabled vet- 
erans warrants, counselors may be located at other Veterans Admin- 
istration offices in the territory. 

The Technical Service and Case Control Section, under a chief, 
should provide testing and other technical services to all territory 
employees engaged in rendering advisement and guidance services 
to veterans. Also, it should schedule and assign cases to the center 
counseling staff, the field counselors, and the guidance centers. In 
addition, it should plan, direct, and coordinate all routine counseling 
activities at the center and other Veterans Administration offices in 
the territory, including hospital and guidance-center counseling. 

In most centers the volume of counseling will be such that guidance 
units should be established to provide effective control of the quality 
and quantity of the work. These should be established, as required, 
in the center, in various field offices of the territory and at guidance 
centers. 


(5) Establish an Education and Training Division in the center 

The present regional office Education and Training Sections conduct 
functions concerned with locating training facilities; arranging and 
supervising training of veterans, under Public Law 16, in the ac- 
complishment of their established employment objectives; and _ re- 
ferring rehabilitated veterans to State employment offices for job 
placement. 

On the other hand, Training Facilites Sections currently have re- 
sponsibility for promotion of on-the-job training opportunities. Con- 
fusion exists in some offices as to who is responsible when a veteran 
remains in an awaiting training opportunity status for an unreason- 
able length of time. Further, the dual responsibility confuses relations 
with training establishments. 

This function should be assigned to the Education and Training 
Division because this Division has the primary responsibility for suc- 
cessful vocational rehabilitation of the disabled veteran. With con- 
tract officers, promotional work is definitely a secondary concern. 
This is indicated by the fact that larger Training Facilities Sections 
now contain a specialist who does promotional work exclusively. 
If such a position is needed, it is proposed that it be transferred to 
Education and Training Divisions. 

The purchase and issue of special supplies and equipment for Public 
Law 16 trainees require prior approval at central office. Statements 
detailing the necessity for the special material must accompany each 
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request. T his material is almost entirely for use of veterans for whom 
training in the home has been authorized or whose disabilities are such 
that they cannot pursue their training without special equipment. 

This policy wastes time and is expensive to administer. All that 
central office can do in reality is to ascertain that regulations have 
been complied with. If they have, there is no choice but to grant 
the request. 

It is recommended therefore that, in establishing the center Educa- 
tion and Training Division, authority for the authorization of required 
tr: aining equipment be delegated by central office to the center. 

The Edueation and Training Division, under a division chief, 
should continue to perform its present functions in addition to those 
added in foregoing recommendaitons. The Division should include 
‘Training Sections, a Records Control Section, and a Special Rehabili- 
tation Procedures Section. 

The Training Sections, each under the direction of a section chief, 
should be assigned either specific geogr aphical areas or types of train- 
ing, depending on the size of center territor y and its training load. 
They should be given responsibility for promotion of on-the- job train- 
ing opportunities where applicable and for authorization of required 
training equipment and supplies where circumstances warrant issue 
under existing regulations. They should continue to perform their 
regular functions of inducting Public Law 16 veterans into training 
and supervising those in training. 

It is anticipated that training officers will be located throughout 
the territory and that complete. sections may be located in regional 
and VA oflices outside the center. The nature of the work, involving 
as it does regular visits to trainees at their place of training, will 
require section personnel to be dispersed widely in some center terri- 
tories. 

The Records Control Section should continue to be responsible for 
the preparation of training subfolders, maintenance of files and loca- 
tor cards, follow-up on training reports, preparation of leave records, 
and maintenance of complete and current training subfolders. This 
section’s activities should be centralized at the center. 

The Special Rehabilitation Procedures Section, under a section 
Chief, should continue to handle training supervision for veterans 
with serious handicaps. In addition, it should continue to handle 
concurrences of vocational objectives selected by guidance centers and 
hospital rehabilitation advisement officers. It should continue to be 
responsible for authorization of tool issues to Public Law 346 trainees 
and for maintenance of liaison with State employment services. 

(6) Establish a Budget and Finance Division in each vocational 
rehabilitation and education center 

The proposed plan of basic organization, which provides for sup- 
plying operating executives with the necessary staff activities, requires 
the transfer to the Vocational Rehabilitation and Education Depart- 
ment of about 2,000 employees who now work in finance divisions of 
regional offices. They are engaged in auditing vouchers, certifying 
payment thereof, and keeping “award accounts in connection with the 
administration of the vocational rehabilitation and education pro- 
gram. 

These employees, and the work they perform, should be distributed 
as appropriate among the 14 vocational rehabilitation and educa- 
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tion centers under direction of Chiefs of Budget and Finance Divi- 
sions. 

The Chief of the Budget and Finance Division should report to the 
manager of the center. He should be responsible for effective admin- 
istration of established financial controls and should advise the man- 
ager on financial matters and on the status, use, and control of allotted 
funds. 

Audit of conformance to terms of contract by institutions and other 
training establishments has both administrative and financial aspects. 
Administrative audits are being conducted today by contract oles 
along with their regular negotiation, review, and renewal duties. The 
financial audit is performed by auditors on the staff of finance officers 
at regional offices. 

In view of the certifying responsibility of the Budget and Finance 
Chief and to eliminate duplication of effort, it is recommended that 
both aspects of contract audits be assigned to the Budget and Finance 
Division of the center. 

The Budget and Finance Division, under a division chief, should 
contain four sections: a Beneficiary Accounts Section, a Voucher 
Audit Section, a Training Facilities Audit Section, and a Budget and 
Reports Section. 

The Beneficiary Accounts Section should maintain award cards for 
all veterans receiving or allotting subsistence payments under the 
vocational rehabilitation and education program. It should post and 
authorize all payments to veterans and their dependents under the 
program. It should work to minimize overpayments and duplica- 
tions of benefits and allowances and take action to collect overpay- 
ments which occur. Its basic functions should be the same as those 
in the similar sections of regional office Finance Divisions as appli- 
cable to the vocational rehabilitation and education program. 

The Voucher Audit Section should audit all vocational rehabilita- 
tion and education vouchers received for payment, to insure that they 
are in conformance with contracts, regulations, and authorizations. 
The function should be the same as that presently performed by the 
Voucher Audit Sections in the regional office Finance Divisions. 

The Training Facilities Audit Section should audit charges sub- 
mitted to the Veterans Administration by institutions. The audit 
should include review of school records, analysis of methods used in 
determining charges, and review of operating practices of the school 
in providing tools, instructors, and facilities, in keeping attendance 
records and in furnishing required reports in accordance with the 
terms of the contract. 

The Budget and Reports Section should analyze and consolidate 
the budgets of the divisions and should prepare the center budget for 
submission to central office. It should work closely with the Veterans 
Service Center finance officer in the preparation and submission of 
such financial and accounting reports required by the center manager 
or the Budget and Finance Department in central office. This section 
should also prepare routine and regular statistical reports and collect 
and compile special statistical data on request by the Research and 
Evaluation Service at central office. 


(7) Establish an Orqanization and Methods Division in each center 


This Division, under direction of a chief reporting to the center 
manager, should be responsible for development and establishment 
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of work methods and the organization plan of the center; for the 
handling and control of records, files, forms, and publications of the 
center; and for the maintenance of liaison with the Veterans Service 
Center to assure that requirements of the Vocational Rehabilitation 
and Education Department for supplies, space, and residency services 
are provided for adequately. It should be organized in two sections, 
a Methods Section and an Administrative Services Section. 

The Methods Section should initiate and control projects for the 
improvement of operating methods throughout the center. It should 
direct and coordinate work measurement, management improvement, 
and incentive awards programs and should control forms and publi- 
cations of the center. 

The Administrative Services Section should maintain and control 
vocational rehabilitation and education folders and other veterans’ 
records and should be responsible for obtaining supplies, space, and 
residency services from the Veterans Service Center as required. 

(8) Establish a Personnel Division in each center 

This Division, under a chief, should be responsible for personnel 
administration and should assist the center manager in the mainte- 
nance of good relations with center personnel. It should process all 
requests for new personnel to the Veterans Service Center for action 
and should be responsible for obtaining required personnel services 
from Veterans Service Center. It should develop position descrip- 
tions and qualification standards and classify positions up to division 
chiefs. It should assist in the development of performance rating 
criteria for vocational rehabilitation and education positions and 
should insure that ratings are accomplished in the center in accord- 
ance with approved schedules and standards. 

(9) Appoint a readjustment allowance officer at each center 

The transfer of responsibility for the readjustment allowance pro- 
gram to the Vocational Rehabilitation and Education Department 
will require appointment of a readjustment allowance officer in each 
center. At present there are approximately 40 employees in the field 
engaged in the readjustment allowance program. These employees 
should be assigned to vocational rehabilitation and education centers 
as required. 

The readjustment allowance officer should report to the center man- 
ager and should be responsible for closing out contracts with States 
and arranging for transfer of records as required. 

The proposed plan of organization establishes a strong, integrated 
department for the administration and operation of the vocational 
rehabilitation and education program. It establishes a direct line of 
operating authority between central office and field stations which 
should materially facilitate action and simplify coordination of voca- 
tional rehabilitation and education activities. It provides for the con- 
tinuation of the technical activities of the program at widely dispersed 
locations throughout the field to provide effective service to veterans. 
At the same time it centralizes administrative functions, not requiring 
contact with veterans, in 14 centers. This consolidation will result 
in more effective utilization of personnel and in greater uniformity of 
judgment, with consequent improvement in work quality and results. 
It will enable Veterans Administration to take full advantage of 
specialization under highly qualified administrative direction. 
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It reorganizes planning and other management functions, now scat- 
tered among numerous individuals, in logical groupings and provides 
for single direction of them. Internal coordination is ther eby greatly 
simplified. 

Another change of importance is the establishment of a Research 
and Evaluation Service to provide for the over-all evaluation of 
results of the program. This should prove of great value in future 
planning of the activities of the Department and in modification of 
the program. 

Finally the proposed organization plan will enable Veterans Ad- 
ninistration to reduce costs of administration by over $4,000,000 
annually. 

The proposed plan of organization provides for and requires certain 
changes in management techniques and operating methods. These 
are discussed in the next chapter. 


V. Operating RecoMMENDATIONS 


The form of organization through which vocational rehabilitation 

and education programs are now carried out requires strong centrali- 

zation of authority. The proposed form of organization calls for 
just the opposite management approach. Accomplishing decentraliza- 
tion of authority will entail fundamental changes in management 
techniques and in general operating practices throughout the de- 
partment. 

At present a major share of operating decisions are made at central 
office. Those decisions which are made in the field are subject to 
review by inspection teams to assure that they have conformed to the 
rules laid down in great detail to govern them. Frequent and volumi- 
nous reports of field activities are reviewed at central office to see 
that staffing patterns, budgets, and other controls are adhered to. 

As long as the operations of the program are widely scattered in 70 
markedly different field operations, there is little choice but to live 
with the present system of highly centralized direction and control. 
It isthe only means available for obtaining uniformity of action essen- 
tial in administering the many, complex, and very specific laws which 
limit vocational rehabilitation and education benefits. 

It should be recognized at the outset that management of the voca- 
tional rehabilitation and education program has done a remarkably 
good job of achieving uniformity and of getting results under the 
handicaps it has faced and still faces. Since about 1947, its operating 
practices have become progressively better established, its policies 
have been clarified, and its people have been generally brought to a 
point of competence in their jobs. Operations, as observed, are being 
conducted in an orderly manner, and good service is being provided to 
veterans. 

This accomplishment, however, has been retarded rather than expe- 
dited by the existing organization plan and the management tech- 
niques required by it. Delays and high cost are inherent to a system 
which entails as much lengthy, long- distance correspondence, checks 
and rechecks, meticulous observance of the rule book and delayed 
decisions as the present one does. Decentralization of responsibility 
and authority is required in the interest of both better service and 
economy. 
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The proposed 14 vocational rehabilitation and education centers 
are the keys to successful decentralization. Each center will be large 
enough to provide a basis for realistic planning and effective utiliza- 
tion of staff and facilities, and yet compact and manageable enough 
to permit direction and control on the basis of direct relationships be- 
tween executives of central office and the centers and personal instruc- 
tion and supervision by responsible officers. 

If the full benefits of the proposed organization plan are to be 
realized, it is essential that opel rating decisions be delegated to field 
executives. To have done this 3 or 4: years ago might have presented 
problems. Under present conditions and the new organization plan, 
this can be accomplished without jeopardy to the qu: lity of operations. 

The recommendations which follow discuss the manner in which 
responsibility and authority should be delegated to the field and the 
way in which central office should direct and control the program, 
They also include proposed changes in methods designed to improve 
present operations. 


1. REVISE METHODS USED IN PLANNING OPERATIONS 


For all practical purposes, present plans for the conduct of field 
operations are made in central office. Even these plans are made on 
a short-time basis only and do not involve long-range program plan- 
ning. Plans presented to central office by field stations are expressed 
almost entirely in budget terms. These data are based on standards 
and criteria established by central office on an average performance 
basis. ‘They represent no real analysis, either of general factors in- 
fluencing performance or of individual situations. Once submitted 
they are manipulated, changed and usually reduced by central office 
without consultation with field station executives responsible for 
operations. In view of these conditions, it can be fairly stated that 
field operations are not planned; they are made to conform to allot- 
ments of funds by central office. 

Under the present plan of organization, this is perhaps the best 
method for establishing an over-all Veterans Administration plan for 
the conduct of field operations. With so many widespread field loca 
tions, and varied programs and operations in each, it 1s almost eas: 
sible to attain uniform planning in any other way. Central office 
tries to arrive at a blanket operating plan that comes as close as 
possible to meeting the general needs of all operations. However, 
the resultant uniform plan seldom meets the requirements of large 
and small offices in the North and those in the av or those in farm 
areas as compared with those in industrial area 

Under the proposed plan of organization, couaphete and detailed 
plans should be prepared at the centers. These plans should be based 
on sound estimates of projected training loads, and should be trans- 
lated into staff, facilities, tuitions, and subsistence, and services 
rendered and received. They should represent the best judgment of 
center executives uninfluenced and unrestricted by central office. 

The Assistant Administrator, with the assistance of his service 
directors and staff specialists, should carefully study plans submitted 
by centers and review them with center managers to assure that they 
are adequate to meet local needs and represent the best performance 
possible under existing conditions. Not until differences have been 
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worked out and agreement reached with all 14 offices on what consti- 
tutes a realistic and practical program for the period ahead should 
central office prepare a final consolidated plan for the entire operation. 
Reduction or expansion in operations imposed on the program by Con- 
gress, the Bureau of the Budget, or the Administrator should be dis- 
cussed with center managers and the best means of accomplishing 
them determined jointly. 

Adoption of this planning technique has three principal advantages. 
First, vocational rehabilitation and education planning will be real- 
istic. Plans designed to acc ‘omplish specific operating “objectives and 
meet specific conditions will permit effective solution of the practical 
problems of administration which must be faced in the conduct of 
daily operations. Second, the judgment of field personnel will be 
represented in the operating plan; hence, responsibility will be placed 
squarely on them for making the plan work. Third, having operating 
personnel participate in planning at all stages will make them a part 
of the management team. This will increase field morale and develop 
executive talent. 

This discussion has been limited to the annual planning of opera- 
tions for the ensuing year. Long-range program planning should be 
undertaken by central office services. It is badly needed to provide 
general objectives for the program and additional guides for the 
operating executives in the field. With the establishment of an opera- 
tions manager, the central office services should devote full attention 
to these planning needs. The newly organized Research and Evalua- 
tion Service should add further emphasis to long-range planning. 


2. SIMPLIFY OPERATING CONTROLS 


Control of operations by top management is a necessity for any well- 
run organization. There will always be need for establishment of 
general policies, rules, and regulations and standards of measurement, 
for follow-up to assure that they are observed and for appraisal of 
results. Under a decentralized form of organization such as that 
recommended, it is essential that the maximum in local autonomy be 
permitted with a minimum of necessary restriction from central office. 

The devises now used to maintain essential controls over the voca- 
tional rehabilitation and education program are designed to support 
its strongly centralized form of organization. As previously indi- 

cated, those devices result in strict limits on local management’s power 
to make decisions. Manuals prescribe manadatory operating methods 
in detail. Operations are continually policed through an elaborate 
system of inspections to check up on conformance. A “high volume of 
long-distance, time-consuming communication is necessitated in trying 
to correct deviation and in dealing with numerous operating decisions 
which only central authorities are permitted to make. 

The Assistant Administrator should take ful] advantage of the pro- 
posed decentralized form of organization to simplify esse ntial controls 
over operations. When this is accomplished, better operating results 
will be attained at considerably less cost than is possible today. Con- 
trols which require attention are discussed in the following para- 
graphs. 
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(1) Staffing patterns 

A staffing pattern is a control established by central office which 
limits the numbers, types and grades of positions for each unit of 
field organization. This pattern serves to prescribe the form of organ- 
ization, the assignment of functions and the constituency of staff 
within a local operation and to impose a top limit on payroll expense. 

As a device for controlling organizational structure, stafling pat- 
terns impose undesirable inflexibility on local operations. When 
evaded, as they freqeuntly are, they work to nullify sound planning 
by concealing real conditions and needs. Basically, the current ap- 
proach lacks realism and detracts from sound, economical manage- 
ment. 

Staffing patterns should be used only as guides for local manage- 
ment and should not be mandatory in any respect. 

(2) Procedures 

At the present time, mandatory instructions covering not only basic 
policy and standards but also detailed procedures and methods for 
the vocational rehabilitation and education program are contained in 

8 manuals, 4 series of pamphlets, 87 technical bulletins and 735 pare 
gr rraphs of regulations and procedures, as well as in a number of 
circular letters, information bulletins, telegraphic notices, and Veter- 
ans Administration ifstructions. 

The volume of instructions and the detail they cover have resulted 
indirectly in centralization of final action in a large number of 
operational matters. This has discouraged the exercise of local judg- 
ment to the point where field personnel, in many instances, will not 


act on any but routine matters without. approval from central office. 


It has fostered a marked tendency to follow instructions to the 
letter, regardless of cost to the Government, service to the veteran, 
or the dictates of common sense. 

In some instances, this highly centralized control has had an effect 
opposite to its intention. It has actually encouraged poor work in 
the field. Many of the contracts that central office has rejected would 
undoubtedly have been more carefully prepared and reviewed had 
full responsibility for contract terms been placed with the field 
office. 

The Organization and Methods Service should embark on a pro- 
gram of simplification in the content of existing mandatory instruc- 
tions and of systematic reduction in their number. 

Similar attention should be given to possible reduction of the 121 
forms currently in use, to the excessive number of certifications and 
approvals required on the various forms and to the use of 72 different 
form letters. All of these items have been criticized throughout the 
field for being far too detailed and for asking for unnecessary in- 
formation and unnecessary approvals. 

The objective of this study should be to distinguish clearly between 
things which must be done uniformly to conform with law or regula- 
tion and those things which may be done because it seems desirable 
to do them that way. This standard, applied to instructions, would 
reduce mandatory procedures in volume and simplify their content 
tremendously. The Organization and Methods Service should sift 
out those parts of current instructions which are truly mandatory 
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and consolidate them into a single manual, replacing the present 
array of instructional sources. 

Nonmandatory portions of existing procedures should either be 
published separately as guides for application at local option or de- 
leted entirely. 

(3) Reports 

Numerous reports containing statistical data of field operations are 
prepared by the field and submitted to central office on a regular 
monthly basis. Little action can be taken by central office on the 
basis of these reports. They are used principally for review of work- 
load as compared with the status of field staff and as interesting 
information about operations. 

Changes reflected in these reports are usually insignificant. When 
major variations are reflected, they most often indicate normal, ex- 
pected conditions such as those occurring at the start or end of a school 
year. 

The contents and arrangement of present reports do not permit im- 
mediate appraisal of operations in terms of established standards or 
other measures of expected results. Consequently, seldom does receipt 
of reports initiate inquiry or corrective action at any level of 
organization. 

The operations munager, with the assistance of the services of 
Budget and Finance and Research and Evaluation, should embark on 
a program of reviewing central office requirements for field operating 
reports with the objective of reducing their number and the frequency 
of submission where practical. 

The program of review suggested should be directed toward analysis 
of report content and of use made by recipients. It would seem logical, 
on the basis of current use, to report volume statistics on a quarterly 
basis instead of monthly. Generally, monthly reports should be 
limited to pertinent information on which corrective action of out-of: 
line situations can be taken by operating management. These reports 
should clearly indicate conditions requiring attention by comparison 
with previous periods or with established standards. 

Adoption of this recommendation should reduce substantially the 
time and cost of report preparation and review and should result in 
considerably more useful and readily usable information for operating 
direction and control. 


Ins pe ctions 


One of the most expensive and least effective controls used in con- 
nection with the vocational rehabilitation and education program is 
its system of field supervision. Inspectors from every central office 
service visit field stations regularly to conduct detailed inspections of 
operations to determine conformanc etomandatory procedures. Minor 
deviations uncovered are given important place in the reports pre- 
pared. Allowances are seldom made for var ying local conditions, and 
any local attempts at improvement are often criticized. Inspection 
reports are long and detailed and take considerable time to prepare and 
to review in central office. They give rise to voluminous correspond- 
ence, sometimes extending over months. 

Inspectors are generally trained for procedural review only and 
consequently are not well equipped to provide needed management 
assistance to field executives. 
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Under the proposed plan of organization full reliance should be 
placed on center managers to exercise good judgment in organizing 
and managing procedural details of the operations. Central office 
executives should be more concerned with the management problems of 
center managers than with procedural detail. ‘These problems can be 
handled most expeditiously by personal consultation and discussion ; 
therefore there should be frequent visits and meetings between execu- 
tives at central office and centers. With field management concen- 
trated in 14 locations, the travel expense involved will be far less than 
that now spent on fruitless inspections. 


(5) Budgetary and Accounting Controls 


The annual budget, as now used, is a means of presenting needs for 
funds, and nothing else. The use of such budgets as effective means 
of management control is difficult. 

It has been pointed out that the use of average formulas and other 
such prescribed criteria should be discontinued and field budgets 
should be realistically prepared. In addition, budgets should be 
organized in accordance with the delegated responsibilities of 
the organization plan. Only when budgets are prepared in this 
manner, after careful, thorough, and intelligent analysis of existing 
conditions and anticipated workloads, are they of value to manage- 
ment in controlling operations. Only then is it ‘possible to draw sound 
conclusions concerning operating results and required action. Only 
then is management in a position to determine intelligently the pro- 
gram modifications that can best be made to meet reductions in funds 
appropriated. 

(6) Work Measurement 

Work-measurement techniques have been widely applied to some 
operations of the agency. In most applications they have not been 
entirely successful, ‘principally because standard factors of measure- 
ment cannot be applied uniformly to field operations as presently or- 
ganized. There is too great a variation in size, in workload and con- 
tent, and in the caliber of employees to permit standardization to the 
full extent attempted. 

Existing standards governing vocational rehabilitation and educa- 
tion work are outdated and practically inoperative. In those instances 
where standards are still in effect locally, they were found to 
have little application to what actually was going on. Local manage- 
ment is reporting work performance according to standards to satisfy 
central office but is cunitestline operations in accordance with entirely 
different local needs. 

The Organization and Methods Service in central office should de- 
velop a comprehensive program for the establishment of practical 
standards of work measurement. This program should be carried 
out by the corresponding divisions in each center so that flexibility 
to meet and reflect local conditions is obtained. Experience has shown 
that standards developed by the personnel who must meet them are 
often more requiring than those imposed upon the personnel by higher 
echelons. Moreover, development of standards on a local basis will 
permit taking advantage of superior performance in some locations 
while at the same time not penalizing operations in areas employing 
less efficient personnel or utilizing less efficient. equipment. 
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3. DEVELOP ADEQUATE PERSONNEL QUALIFICATION STANDARDS AND A SOUND 
PLAN OF PERFORMANCE RATING 


Throughout Veterans Administration complaints are heard that 
unqualified employees are being placed in jobs at all levels. In many 
cases this is true. Some of this is due to general economic conditions 
and the resulting relationship between general and civil-service pay 
levels. Much of it, however, comes from “bumping” of one employee 
by another who has more retention points. Because of its mushroom- 
ing growth, the vocational rehabilitation and education program has 
been particularly handicapped in this respect. 

Veterans’ preference regulations have resulted in the program’s 
employment of a large number of vet erans, many of whom are not as 
well qualified for the positions they occupy as nonveterans on the 
civil-service rosters. This, coupled with the fact that the surge in 
employment by Vocational Rehabilitation and Education took place 
during a wartime period of depleted labor supply when lower per- 
sonnel standards were in effect, placed vocational rehabilitation and 
education operations largely in the hands of marginal personnel. 
Many employees, promoted, transferred, or reassigned to the voca- 
tional rehabilitation and education program from other civil-service 
positions, were required to meet only two-thirds of the competitive 
standards as tentatively established. 

As every A ‘re in Government, it has not been easy to correct these 
conditions. Civil Service Commission procedures governing the sep- 
aration of sneiadaciads employees are so cumbersome and involve 
such tedious and time-consuming effort, which in the final analysis 
frequently does not accomplish the objective, that supervisors gen- 
erally prefer to put up with incompetent performance rather than 
fight the procedures and delaying actions involved. 

With the establishment of the departmental form of organization 
and the appointment of a personnel officer for vocational rehabilita- 
tion and education, management should devote its attention to the 
solution of this problem and the development of qualification stand- 
ards which thoroughly reflect job requirements and permits selectivity 
in hiring and placement and which contain real means of measuring 
candidates in terms of those requirements. 

Once sound standards have been established, incumbents should be 
measured against them and classified as qualified or not qualified for 
the positions they hold. Definite plans should then be developed to 
transfer unqualified employees to positions for which they are quali- 
fed. In addition, a practical performance rating plan should be 
developed for the uniform evaluation of individual performance so 
that such evaluations may be used to check and substantiate the deci- 
sions reached on the basis of qualification standards. 

Basic personnel planning of this type will provide the department 
with a long-range program for improvement of the caliber of the 
work force. The development of qualification standards which re- 
flect properly the specific requirements inherent in vocational rehabili- 
tation and education work should provide a basis for better selectiv- 
ity in the caliber of candidates for the vacant jobs. This, coupled 
with a sound program for performance review and rating, should in 
time permit the department to build a force of capable and effective 
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personnel to conduct the future vocational rehabilitation and educa- 
tion program. 


4. WORK CLOSELY WITH AND TAKE FULL ADVANTAGE OF VETERANS 
ADMINISTRATION TOP STAFF DEPARTMENTS 


The proposed plan of organization provides for the necessary staff 
services required by the Assistant Administrator to assist him in the 
direction and control of the program. It is important that these staff 
services work closely and in harmony with the corresponding staffs 
ofthe Administrator. In all administrative areas, specifically includ- 
ing budget and finance, personnel, legal, purchasing and supply, or- 
ganization and administrative functions, the Vocational Rehabilita- 
tion and Education Department must conform to established, agency- 
wide policies and programs and must render such reports of depart- 
mental activities as may be required by the respective staff executives. 

On the other hand, staff executives of Vocational Rehabilitation 
and Education should consult with representatives of the staff services 
of the Administrator and obtain advice and assistance in the develop- 
ment of programs and the resolution of problems. The Assistant 
Administrator will obtain greatest benefit from the departmental staff 
services if he makes sure that they, in turn, are taking full advantage 
of top staff assistance by keeping their counterpart services informed 
and by requesting their assistance. 


5. DEVELOP A SYSTEM FOR DETERMINING RELATIVE COSTS OF VOCATIONAL 
COUNSELING BY VETERANS ADMINISTRATION OFFICERS AND BY 
GUIDANCE CENTERS 


With the decline in total regional advisement. work, contract guid- 
ance centers are being closed at a rapid rate and a great share of the 
advisement activity is being concentrated at regional offices. Neither 
consideration of cost nor of veterans’ service appears to have figured 
heavily in the decision to centralize the counseling activity in this 
manner. Actually, the department is not in a position to measure 
the effectiveness of guidance centers’ operations, because it lacks cost 
information with which to evaluate them. 

Guidance centers are now reimbursed on a per capita basis. In ar- 
riving at the per capita costs of rendering advisements, each guid- 
ance center accumulates all its costs and divides the total costs by the 
number of veterans receiving services. On this basis, the costs per 
veteran vary more widely than seems justifiable. 

The Assistant Administrator should assign to the Budget and 
Finance Service responsibility for development of a cost system which 
will enable field personnel to measure the comparative costs of con- 
ducting vocational guidance at regional offices and at contract guidance 
centers. 

It is suggested that a fixed cost per veteran should be negotiated 
with each center in the same manner as tuition costs are negotiated 
with institutions so that the Veterans Administration may take ad- 
vantage of the most economical methods of furnishing the benefit, 
either through guidance centers or through its own field offices. 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION S89 


6. DISCONTINUE PERIODIC VISITS TO VETERANS DECLARED MEDICALLY NOT 
FEASIBLE FOR TRAINING 


The Advisement and Guidance Service should repeal current in- 
structions which require field advisement guidance personnel to con- 
duct follow-up visits each 120 days to veterans declared medically not 
feasible for training. 

There appears to ‘be no practical purpose for the conduct of follow- 
up visits in these cases. In some instances, they are reported to 
aggravate the condition of chronic neuropsychiatric and tuberculosis 
‘asses, 

It is suggested that the veteran and his doctor be advised, when 
the veteran is declared medically not feasible for training, to contact 
the Veterans Administration if the veteran’s condition changes so that 
training may be reinstated. 


7. INITIATE AN IMPROVED SYSTEM FOR THE DEVELOPMENT OF OCCUPATIONAL 
INFORMATION 


Information about occupational outlook, particularly as applied to 
disabled or handicapped persons, is necessary to good handling of the 
Public Law 16 trainee and proves helpful where counsel is rendered 
to a Public Law 346 trainee. The department should have the best 
data available. 

Research units in regional offices are now responsible for the devel- 
opment of local oce upational outlook information. With limited 
funds they have not been in a position to travel the regional office terri- 
tory and have seldom come in contact with industry and employment 
groups. Local occupational information has not, therefore, been 
gathered on a systematic basis in regional offices. 

Training officers in the field can probably best undertake responsi- 
bility for gathering local occupational information. They are widely 
dispersed throughout the field and are in position to obtain first-hand 
knowledge of employment conditions. However, local information 
should be consolidated by advisement and guidance personnel in the 
14 centers, thus enabling all vocational advisers in the area to obtain 
current information. Over-all consolidation of field occupational in- 
formation should take place in the Advisement and Guidance Service 
in central office and be transmitted thence back to the centers. 

The contract with the Department of Labor for national occupa- 
tional outlook information should be continued. Although some 
field operating employees contend that the information is outmoded 
or of limited use, other field employees have found it most useful. 

This procedure should provide for adequate collection of outlook 
information at the points where such data exist and for proper consol- 
idation of the information on a local and national basis for use by 
advisement and guidance people. With such data, a better job of 
advisement on vocational opportunities should result. 
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8. ESTIMATE AND AUTHORIZE COST OF SPECIAL PROJECTS INITIATED BY 
CENTRAL OFFICE BEFORE RELEASE TO THE FIELD ORGANIZATION 


In the interests of economy, the Assistant Administrator should per- 
sonally review and authorize any special project developed by central 
office that requires extensive use of personnel or machine time in the 
field. Further, he should require an estimated cost of each such 
proposal. 

‘Two special projects, neither of which seems to have been carefully 
considered from the standpoint of cost, are recent examples of the 
need for such review. One project requires review of thousands of 
training folders so that duplicate material may. be extracted from 
them before they are placed in storage. Whether the savings in stor- 
age space and equipment will approximate the cost incurred by the 
review has not been demonstrated. The other project concerns review 
of training folders to ascertain whether ex-trainees may keep the tools, 
supphes, and equipment issued to them. This may also result in 
spending dollars to save dimes. In most cases, trainees do have the 
right to keep their tools. 

It is often easy to authorize projects which seem sound and needed 
from an administrative point of view without consideration of the 
relative cost. It is essential that cost justification accompany any 
request for special projects. 

The operating recommendations presented in this chapter have, for 
the most part, been of a broad nature and have dealt with the major 
techniques of management under a decentralized form of organiza- 
tion. There are many opportunities to change and revise procedures 
and work methods. The development of these, which was beyond the 
scope of the survey, should be readily accomplished once the recom- 
mended organization plan and management techniques are installed 
and established. A plan for this installation is discussed in the next 
and final chapter of this volume. 


VI. ScHEbDULE or INSTALLATION 


To obtain the benefits of the program proposed for the Vocational 
Rehabilitation and Education Department, it is necessary that the 
recommendations on policy, organization, and operations be installed 
promptly. Any delay in the installation of the program will post- 
pone the savings and other benefits dependent upon adoption of the 
recommendations. 

The steps to be taken within the Department need to be timed prop- 
erly and coordinated with the broad installation schedule for the en- 
tire Veterans Administration. Like this program, the installation 
schedule for the Vocational Rehabilitation and Education Department 
should provide for five phases covering a period of approximately 11 
months. The five phases of the installation are summarized below. 

Phase I, preliminary preparation.—TVhis should include review and 
discussion of the report with key executives in the Vocational Rehabili- 
tation and Education Department, the selection and indoctrination 
of the departmental installation officer and the determination of 
recommendations to be included in the program of installation. 

Phase II, installation planning —During this phase of the instal- 
lation selections of executives to staff the new organization should be 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION S891 


made; new or modified positions classified; space, facilities, and per- 
sonnel requirements determined; and new or revised methods and 
procedures developed as required. 

Phase I11, central office reorganiz zation.—Changes in central office 
organization and operations planned in phase II should be effectuated 
during this phase of the work. This should include transfer of central 
office operating responsibilities to the centers. 

Phase IV, field office reorganization —This should involve the im- 
plementation of the planned changes in organization and operation in 
at least one Vocational Rehabilitation and Education Center as a 
pilot installation and should include test applications of new pro- 
cedures and metliods of operation. 

Phase V, operational follow-up—A review of the installation to 
assure completeness, to develop any changes or modifications which 
experience indicates are advisable, and to lay out a schedule for in- 
stallation of the complete field organization should complete the 
installation. 


Details of the proposed program of installation are included in the 
following sections. 


1. PRELIMINARY PREPARATION 


The Assistant Administrator of the Vocational Rehabilitation and 
Education Department should be assigned-responsibility for direct- 
ing and controlling the installation of recommendations within the 
Dep: irtment in accordance with the master schedule. 

In turn, the Assistant Administrator should appoint an installation 
officer for the Department to administer the installation and to main- 
tain liaison with the installation coordinator on the Administrator’s 
staff. The duties of the installation officer with regard to the internal 
installation within the Vocational Rehabilitation and Education De- 
partment should be similar to those that the installation coordinator 
has for the entire installation. This would include: 


1) Preparation of presentation materials 
) Arrangement for presentation and educational meetings 
) Preparation of announcements and their release according to schedule 
) Classification of new and revised positions 

(5) Revision of organization charts and manuals 

(6) Revision of major procedures and preparation for publication 
(7) Preparation of plans for physical relocation 

(S) Arrangement, scheduling, and control of physical relocations 
(9) Development of a progress and control reporting system 
(10) Assistance of key executives with changes 
(11) Review of accomplishment and schedule of future moves 


{ 
& 
(. 
( 


In selection of the installation oflicer for the Department, considera- 
tion should be given to assigning the duties of this position to the Di 
rector of the Organization “and Methods Service. Normal functions 
of this central office position parallel in part those of the installation 
officer. Furthermore, the requirements for both positions are similar 
and some activities started as a part of the installation work will need 
to be continued as a regular part of Organization and Methods Service 
operations. 

After the installation officer is selected, decisions should be made 
concerning the specific recommendations to be included in the installa- 
tion. At this point meetings should be held with key executives of the 


‘ 
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Department in central office and field stations to present the proposed 
organization and operational changes. 


2. INSTALLATION PLANNING 


The detailed steps to be taken in phase II in planning for the in- 
stallation are presented below. 

(1) Organize the activities of and appoint the assistant for per- 
sonnel so that he may assist in the revision of job descriptions and 
classifications required by the installation. 

(2) Revise position descriptions of all key jobs in the ppnrtenen 
as sn by the recommended organizational changes; classify these 
according to Civil Service C ommission regulations. 

(3) Select and appoint individuals for each key position. The 
abilities and personal characteristics of the present incumbents of key 
positions should be reviewed carefully to determine capacity to fulfill 
added or revised responsibilities and adaptability to the new-manage- 
ment philosophy of operating under a decentralized plan of organiza- 
tion with operating and staff functions clearly segregated. 

(4) Make known to the entire Department “personnel the moves to 
be made in key positions and the individuals to be appointed to key 
positions. 

(5) Prepare revised organization charts and manual pages for 
MEC-+4. 

(6) Establish the Organization and Methods Service so that it may 

assist in development of new procedures required by the installation. 

(7) Integrate the related functions of the special assistants for 
planning w ‘ith those of the Organization and Methods Service. 

(8) Develop revisions of procedures where this is necessary. 

(9) Determine, obtain, and prepare lay-outs for physical facilities 
required by the Department to place the recommendations in effect. 

(10) Hold a series of discussion meeting in both the central office 
and the field to assure that the key executives have a complete under- 
standing of the manner of operating under the new plan. 

(11) Place responsibility with each executive to effect the installa- 
tion of organization and operation moves within his own organization 
element and to secure the cooperation of other executives within the 
Department whose assistance is needed in the installation of operating 
recommendations. 

Before phase IIT is begun, the plans should be reviewed for com- 
pleteness and consistency and to see that all responsible officers are 
ready for the change-over. 


3. CENTRAL OFFICE REORGANIZATION 


Once the planning has been completed for the installation program, 
steps should be taken to put the program into operation. The fol- 
lowing sections indicate the major actions required. 


(1) Establish the remainder of the staff services under the Assistant 
Administrator 
Phase IT of the installation schedule will have seen the establish- 
ment of the assistant for personnel and the organization and methods 
service. These moves included the transfer of the publications and 
special communications work of advisement and guidance to the or- 
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ganization and methods service and the elimination of the positions 
of special assistants for planning. To complete the staff services 
under the Assistant Administrator will require taking the following 
steps: 

1. Establish the budget and finance service —This will entail trans- 
ferring the budgetary analysis work now done in the Research Divi- 
sion to the jurisdiction of the budget and finance service. Budget- 
ary control functions in the program staffs should be discontinued 
at this time. 

Control accounts should be established and maintained on a memo 
basis for 2 months. At the end of this period, sufficient experience 
should have been gained to permit transfer of full responsibility to 
this service and discontinuance of the accounts now maintained by 
Finance. 

While the budget and finance service is devising means for in- 
stalling improved procedures developed during phase II of the in- 
stallation schedule, plans should be put in process for effectuating the 
establishment of field Budget and Finance Divisions, scheduled under 
phase LV. 

2. Establish the research and evaluation service—This will in- 
volve the transfer of the remainder of the work and personnel of the 
Research Division to this new service and the addition of other per- 
sonnel of the Department whose present functions are related to pro- 
gram evaluation. 

At this time, the title of registration and research service should 
be changed to registration service. 

(2) Transfer the readjustment allowance service from finance 


(3) Znstall the operations manager and place him in charge of field 
operations 

Appointment of the operations manager should include publica- 
tion throughout the Department of his responsibilities for and author- 
ity over field operations. 

At this time the positions of executive assistant and special assist- 
ants for operations to the Assistant Administrator should be elim- 
inated. The special assistants for operations and the special assistants 
for field supervision should be transferred to the operations manager's 
direction. 

Also at this time, the Field Operations and Supervision Division 
of Training Facilities Service and the Foreign Operations Division 
should be placed under the operations manager. 

(4) Effect recomme nded re adjustments in program se rvices 

Once staff and operating responsibilities have been clearly estab- 
lished, program staffs under directors of services should be reorganized. 

This will involve eliminating the positions of assistant directors 
and transferring the function of occupational outlook liaison with 
the Labor Department from Registration Service to Advisement and 
Guidance Service where it should be‘consolidated with the job analysis 
and occupational information work done there. The latter move will 
remove the last vestige of the present Research Division. 

With the completion of the foregoing moves, the installation of 
organizational recommendations in central office will have been com- 


pleted, and installation work should move into phase IV of the 
schedule. 
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4. FIELD OFFICE REORGANIZATION 


It is proposed that reorganization of the field be accomplished by 
establishing one center and having it fully operative under the new 
plan before complete establishment of all centers is undertaken. The 
operations manager should be charged with basic responsibility for 
installing the pilot center. This phase will require the following steps 
for this center: 

) Select the location and manager of the center. 
) Plan personnel requirements, and select key center executives. 

3) Plan, obtain and prepare necessary space and equipment. 

t) Hold discussion meetings with center executives to assure com- 
plete understanding of proposed organization, and working relation- 
ships with central office and the veterans’ service center. 

(5) Determine need for and stafling of vocational rehabilitation and 
education offices at regional offices under center jurisdiction. 

(6) Revise procedures and educate center executives in their use. 

(7) Establish the Personnel Division, and take over functions from 
regional offices. 

(8) Establish the Organization and Methods Division, and con- 
solidate activities at the center. 

(9) Establish the Budget and Finance Division at the center, and 
take over operations from present Finance Divisions. 

(10) Consolidate registration functions in the Registration Di- 
vision at the center, and establish functional specialization. 

(11) Establish administration of education and training in the 
Education and Training Division at the center, including on-the-job 
promotion functions. 

(12) Establish administration of advisement and guidance in the 
Advisement and Guidance Division at the center, including responsi- 
bility for comparable functions at hospitals. 

(13) Concentrate training facilities activities in the Training 
Facilities Division at the center, including review and approval of 
contracts. 

(14) Transfer field employees of the readjustment allowance pro- 
eram to the center, and appont the readjustment allowance manager. 
~ (15) Delegate planning responsibility to the center officer. 

(16) At this point, undertake the program of revision and im- 
provement of operating techniques. Some of these projects may 
require an extended period of time for completion, but all of them 
should be started, at least, during the installation period. A suggested 
sequence of undertaking, by responsibility, is presented below. 


Organization and methods 


1. Initiate work measurement study program. 

2. Review and revise procedure and other manuals to place non- 
mandatory procedures on an optional basis at the center. 

3. Develop staffing patterns for optional use by the center. 


Budget and finance 


1. Install simplified budget and accounting controls at the center. 


) 


2. Prepare and install revised report structure for the center. 
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Assistant for personnel 


Develop qualification standards. 
2. Develop a revised plan of performance rating. 
3. Develop a plan for improvement of the caliber of personnel. 


Education and training 


1. Discontinue at all locations visits to veterans medically not 
feasible for training. 


2. Install proc edure for development of occupational information 


at all locations. 


Advisement and guidance 
Develop a cost system for vocational counseling. 


Operations manager 
1. Discontinue inspection surveys at the center. 


5. OPERATIONAL FOLLOW-UP 


After the recommendations have been placed in effect or action on 
long-term projects has been initiated, the complete installation of the 
first center should be reviewed to determine the advisability of modi- 
fication or alteration of any of the recommended changes. 

Thereafter, additional centers should be put into operation, in- 
corporating any changes which may have been adopted, as fast as 
ossible. 

Meanwhile, as centers become established, the remaining positions 
of field supervisors at central office should be abolished. At the 
point where control by direct contact of responsible officers with field 
installations becomes possible, all such positions, including that of 
the Chief of the Field Operations and Siacareuien Division of the 
Training Facilities Service, should have been removed from the 
ore: nization. 

The recommendations set forth in this volume when placed in effect 
will result in improvement in service to veterans in many ways and 
in acceleration of reductions in the cost of the diminishing program 
of vocational rehabilitation and education. 

Should there be an educational program for veterans of Korea, the 
organization and operating improvements suggested in this volume 
can effect substantial cost reduction and measurably greater benefit 
from each dollar spent for veterans’ education. 

The proposed plan of organization places responsibility for sue- 
cessful administration of the program squarely on the assistant ad- 
ministrator’s shoulders. His position is further strengthened by the 
clearly defined operating and staff organization which has been pro- 
vided to support him. 

Concentration of field work into 14 centers will stabilize staff and 
workload, afford economy, and permit flexibility of operation. The 
centers will be sufficier ntly large to support a full scale organization 
for the duration of the current program. They will be adaptable to 
increased workload of possible future programs. ‘They will permit 
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assignment of work by specialties with resulting improvement in 
work quality. 

Particularly will this be true if, for the duration of the current 
program and from the inception of any new program, there are estab- 
lished sound, consistent basic policies formulated after careful con- 
sideration of the mistakes of the past and their consequences. 

With a reconstituted organization and simplified controls and pro- 
cedures, management of the Vocational Rehabilitation and Education 
Department will be in a position to exercise stronger leadership with 
far less effort than ever before. Outstanding opportunities to re- 
establish the program in public esteem can be fully developed through 
the resulting better service and firmer control of the program. 

Installation of the recommended organization and operational 


changes will not be easy. Many problems involving operational de- 
tails will occur and will require solution. It is important to hold to 
the proposed basic philosophy of management in their solution so 
that the program department concept and the principle of decentral- 
ized operating responsibility and authority are retained. 
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LOAN GUARANTY PROGRAM 
ForEWorRD 


Presented in this volume of the survey report is a discussion of the 
organization and operations of the loan guaranty program in central 
office and in the field. Rec -ommendations designed to strengthen the 
organization structure, reduce operating costs and improve service 
are included. 

The first of the five chapters of this volume describes briefly the 
history and background of the program and the kind of benefits pro- 
vided to veterans and their dependents under its provisions. It con- 
cludes with comments on the scope of the program as measured by cost 
and number of personnel involved. 

The present plan of organization is described in chapter II. Recom- 
mendations for improvement in the plan of organization are contained 
in chapter III. 

Discussion of program operations and recommendations for their 
improvement are included in chapter IV. The last chapter presents 
a phased plan of installation for implementing the major recommenda- 
tions of the volume. 

The purpose of the loan guaranty program is to assist veterans of 
World War II to acquire homes, farms or businesses. This is accom- 
plished in three principal ways: (1) by providing veterans with a 
credit standing through gu: iranty or insurance of loans, (2) by making 
direct loans to veterans ‘and (3) by making grants to those veterans 
with certain service-connected ambulatory disabilities. 

The program is one of the smaller ones administered by the agency 
m terms of actual dollars paid to veterans and of relative cost of 
administration. As of the end of December 1951 there had been paid 
out in lenders’ claims, direct loans and paraplegic grants about $150,- 
(00,000 since the start of the program, with a good possibility of 
$107,000,000 of direct loans being repaid in the future. The adminis- 
trative cost of the program approximates $13,300,000 annually or only 
about 1.5 percent of the total agency administrative expenses. How- 
ever, the hability of the Government on guaranteed and insured loans 
at December 1951 stood at just under $8,000,000,000. The experience 
on defaulted loans requiring the agency to pay lenders’ claims has been 
excellent, averaging less than 0.5 percent of the Government’s liability. 

Loan guaranty operations are based on a business relationship be- 
tween the agency and the veteran or lender. They require mature and 
experienced judgment on the part of program executives in approving 
loans, — vising the servicing of loans and acquiring and managing 
property in default. This relationship i is reflected in the businesslike 
manner in which the executives of the program conduct its operations. 

Responsibility for loan guaranty operations is currently divided 
between the Director of Loan Guaranty Service and the regional office 
managers. The director has responsibility for planning, policy formu- 
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lation and control of the entire program and for direction of operations 
in central office. Regional office managers are responsible administra- 
tively for loan guaranty operations in the field. Their control over 
operations is limited, however, because of the great importance of the 
technical aspects of the program which are specified and guided from 
the central office. This division of responsibility is undesirz able because 
neither the director nor the regional office manager has full authority 
and control of loan guaranty operations. 

Many of the actions necessary to effective conduct of loan guaranty 
operations are legal in nature and require close contact with people 
trained in real estate and general law. However, the legal talent re- 
quired by the program is under the direction and control of the solicitor 
in central office and the chief attorne ys in the field. ‘Thus, the director 
of the program does not have under his jurisdiction all the technical 
personnel necessary to the effective discharge of his responsibility. A 
similar, yet not as serious a situation exists with respect to other staff 
services such as personnel and finance required to carry out effective 
operations. 

Within the loan guaranty structure the functions necessary to 
handling defaulted loans, loan servicing, claims, property liquidation, 
and property management are coordinated at the top administrative 
level of the organization unit. The close interrelationship existing 
among these functions requires much coordinating effort for effective 
operation. Provision of this coordination at the top administrative 
= vel of the loan guaranty program in central office and in the field 
san unnecessary burden on the chief officer 

The loan guaranty operations in the field are conducted in 67 
regional offices. This large number of locations is not required by 
the nature of the work and presents problems in obtaining effective 
administrative direction and control of operations. This is particu- 
larly acute because of the predominance of the judgment factor in 
conduct of the work. This wide dispersion also results in costs 
greater than required for effective operations. 

The recommendations contained in this volume are based on con- 
siderations of the nature and scope of the work, the present organi- 
zation structure, and methods of operation. They are designed to 
permit more effective operations and to facilitate administration of 
the program. The more important of these recommendations are 
summarized on the following pages. 


1. ORGANIZATION RECOMMENDATIONS 


(1) Establish an Assistant Administrator for Loan Guaranty with 
full operating authority 


This will eliminate the divided responsibility for the program that 
now exists. 
(2) Establish an Assistant for Personnel and a Budget and Finance 
N¢ rvice, and transfer Loan Guaranty attorne Ws to Program 
Ju isdction 
These changes will provide the Assistant Administrator with the 
staff services needed for effective operations. 
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(2) Consolidate Loan Nel vice and Claims. and Prope rty Manage ment 
into a Loan and Prope ty Manage ment Division 
This consolidation will bring together interrelated functions under 
single direction, relieving the chief officer of a substantial coordinating 
load. 


j 


( /) Add an ope rations manager to the Central Office organization 
Such an executive is needed to provide closer direction and control 
of the field operations. 
(5) ¢ onsolidate field O pt rations into 12 loan Quai wnty CONTEI'S 
This will bring all loan guaranty operations together in a limited 
number of lo¢ations where operating costs can be minimized and better 
administrative direction and control exere ised. 
(0) Kliminate Read justme nt Account ( ontrol Division 
The cost of this operation is far in excess of its value in protecting 
the Government from loss. A less costly and as effective a control 
mechanism is suggested nuder operating recommendations, 


OPERATING RECOMMENDATIONS 


( ]) dD, Ce ntralize f ) / Oth, é Re ( ords f ¢ liminate du plic ation 
Ope rations 
Decentralization of maintenance of official records of vendee and 
acquired accounts, veterans indebtedness and property accounts will 
eliminate the present duplication ot these accounts which are main 
tained officially in central office and on a memo basis at field stations. 
(2) i yf thlish prope tly accounts to re He Lf pies ft pine jal 7 sults oT 
properly 
This will provide the center mnanaver with a complete profit | el 


LPAnRSACTIONS 


loss statement on the handling ana disposal] of propert \ acquired hy 
the agency. 


(-3) Le IN¢ /ideé thoad of controlling entitlement 

This proposed method will take the place of the Readjustment 
Account Control Division procedure, providing substantially ident 
cal control results at a much lower and more reasonable cost. 
( 4 ) NT 7¢ ngthe fi NU pre / vesion OT Tee Up praise i's and hroke i's 

In some areas the supervision of fee appraisers and fee brokers 
is inadequate to safeguard the Government's liability. This proposal 
will improve this condition. 


(5) Di i. gate are reased ope rating ie sponsibilit Aa - 


/ 
COnTETS ’ 

This will place in the field at the operating level, where first-hand 
knowledge of the facts exists, the decisions pertaining to the denial 
of claims, suspension of lenders, setting of selling prices and approval 
of sales offers. 

The installation of these recommendations, together with their 
corollary proposals presented in detail in this volume, will facilitate 
administrative direction and control and will reduce subst: intially the 
cost of ope rating the program. 
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The establishment of the loan guaranty program as a department of 
the Veterans Administration comparable to the other principal pro- 
grams will increase its stature with other qonernitidihel sauiee ‘ies and 
with important outside commercial groups and or ganizations whose 
interests and sympathetic understanding of the program's objectives 
are important to its suecess. ‘This will not only provide better organi- 
zational balance within the agency but should also improve the posi- 
tion of the key executives in relation to others in similar jobs inside 
and outside the agency. 

Consolidation of responsibility for all loan guaranty operations with 
the assistant administrator will provide him with the necessary au- 
thority and with the necessary management services to retain and, in 
some instances, to improve the quality of service and to reduce the cost 
of operation. 

Savings in operating costs through effective implementation of the 
proposed recommendations are considerable. Establishment of the 
12 loan guaranty centers through consolidation of the regional office 
loan guaranty operations will reduce administrative expenses by an 
estimated $4,000,000 annually. Elimination of the Readjustment Ac- 
count Control Division should further reduce expenses by about $500,- 
000, making a total estimated reduction in current program costs of 
$4,500,000 each year. 

Although cost reduction is an important factor, improved adminis- 
tration of the program resulting from clarification of responsibility 
and authority is of even greater improtance in its effect on the quality 
of service to veterans. 

It is anticipated that the proposed organization plan and philosophy 
of management will be understood and readily accepted by the execu- 
tives conducting this program. For the most part they are business- 
men who are accustomed to delegation of authority and full acceptance 
of responsibility. 


I. NATURE AND Soc PE OF THE PROGRAM 


The loan guaranty program was established originally to provide 
credit to veterans of World War II in lieu of assets which they might 
have accumulated had their employment not been interrupted b 
service in the Armed Forces. This credit is in the form of a Federal 
guaranty or insurance of loans for housing, farms, and businesses ob- 
tained by veterans from private lenders. 

The proceeds of these loans may be used for the purchase, construc- 
tion, repair, alteration, or improvement of property occupied as a 
home; for the purchase, repair, alteration, construction, or improve- 
ment of land, buildings, equipment, and machinery and for the pur- 
chase of livestock and supplies or for working capital for the pur- 
pose of carrying on farming operations; and for the purchase, con- 
struction, repair, alteration, or improvement of land, buildings, equip- 
ment, machinery, and tools and for the purchase of supplies and in- 
ventory or for working capital for the purpose of engaging in busi- 
ness or pursuing a gainful occupation. 
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1. NATURE OF THE PROGRAM 


The original law providing for these benefits, the Servicemen’s Re- 
adjustment Act of 1944, Public Law 346, Seventy-eighth Congress, 
and commonly known as the GI Bill of Rights, has been amended sev- 
eral times since. Title III of this act sets forth the basic provisions 
of the program. 

Briefly, these provisions entitle any veteran who served in the 
Armed Forces at least 90 days between September 16, 1940, and the 
end of World War II and who received a discharge other than dis- 
honorable to benefits under the act. Subsequent amendments ex- 
tended eligibility to unremarried widows of veterans who died either 
in service or after discharge as a result of service-connected disabili- 
ties. Application for benefits must be made prior to July 26, 1957, 
at which time under present legislation the law ceases to be effective. 

The law provides that the Government within certain limitations 
will guarantee to the lender 50 percent of a loan to an eligible veteran. 
The maximum guaranty is $2,000 on non-real-estate loans and $4,000 
in the case of real-estate loans except where the veteran has not pre- 
viously made use of these benefits, in which case 60 percent of a real- 
estate loan may be guaranteed provided it does not exceed a maxi- 
mum of $7,500. The interest rate may not exceed 4 percent at present. 
However, the law permits the Administrator to vary the statutory in- 
terest rate between 4 percent and 4.5 percent with approval of the 
Secretary of the Treasury. The period of loan maturity may not ex- 

ceed 30 years on home and business real estate loans, 40 years on farm 
realty loans, and 10 years on non-real-estate loans. 

Public Law 268, Seventy-ninth Congress, December 28, 1945, made 
added provision for the insurance of the same types of loans w hereby 
the Administrator may reimburse lenders for losses up to 15 percent 
of the aggregate of insured loans made by the lender. This provides 

lenders with added protection because the insured amounts are pooled 
and applied against total losses in contrast to guaranteed loans which 
are handled on an individual basis. 

By July 1950, it became obvious that in many parts of the country 
private lenders would not make home loans at 4 percent. Subsequent- 
ly, the Eighty-first Congress passed Public Law 475, the Housing Act 
of 1950, which contained provision for the Administrator to make 
direct loans, not to exceed $10,000 at 4 percent interest, to veterans 
otherwise unable to obtain loans from private lenders for homes to 
be occupied by them. A revolving fund of $150,000,000 was provided 
for this purpose. On April 18, 1952, Public Law 325 was passed which 
added $125,000,000 to this fund. 

A related program, Public Law 702, Eightieth Congress, of June 19, 
1948, provides for housing grants for paraplegics and others with 
certain ambulatory disabilities resulting from  service-connected 
causes. Under this program veterans specified may be granted up to 
$10,000 to acquire land and a suitable housing unit with special 
fixtures or movable facilities required by the nature of the disability. 
Veterans Administration is also authorized to furnish model plans and 
specifications for suitable housing of the type required. 
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These are the basic services and objectives of the loan-guaranty pro- 
gram of the Veterans Administration. 


2. SCOPE OF THE PROGRAM 


From the beginning of the loan guaranty program until December 
25, 1951, 2,875,097 loans have been “approved. Principal amounts of 
these loans totaled $17,117,080,445, and guaranteed and insured 
amounts totaled $8,801,047,365. A summary of these totals by type of 
loan follows. 


Number Principal Guaranteed or 
' amount insured amount 


Home 
Farm 
Business 


2, 643, 261 $16, 402, 628, 814 $8, 437, 107, 839 
62, 447 241, 453, 569 108, 247, 852 
169, 389 472, 998, 050 155 491. 674 


It is interesting to note that, in terms of the guaranteed or insured 
amount. housing loans represent 97.0 percent of the total, business 
loans 1.8 percent and farm loans only 1.2 percent. 

The total applications received to December 25, 1951, number 3,059.- 
H4S8, or an average of approximately 35,000 per month. Receipt of 
34.602 applications in December indicates that the workload is con- 
tinuing at about the average level after a decrease in the latter part of 
1950 and early part of 1951 when it was difficult to obtain loans at 
t percent. 

The experience of Veterans Administration on defaulted loans has 
been better than comparable commercial averages. Defaulted loans 
reported through December 25, 1951, number 273,659, or about 9.5 
percent of total loans approved. Of significance, however, is the fact 
that, of the loans reported in default, 75.3 percent have been reinstated 
or settled. Since there were 44,608 claims pending at that date, Vet- 
erans Administration, therefore, has paid only 23,0238 claims, less than 
1 percent of total loans approved. The senssneleted net cost to the 
agency of settling lenders claims is $23,150,936, or less than 0.5 percent 
of the guaranteed liability. This cost represents, in part, payments 
made for property taken over by the agency and is subject to further 
recovery from the liquidation of such t: angible security. 

Funds available for direct loans were practically exhausted at the 
end of December 1951, with only $2,614,654 unallocated out of the 
$150,000,000 appropriated. Up to the end of 1951, 16,788 loans have 
been granted and a total of $107,755,934 has been paid out. The bal- 
ance of $39,629,412 was committed but not paid out at that time. 

Housing aid to veterans with certain ambulatory disabilities is some- 
what smaller in scope than the other two programs. Up to December 
31, 1951, 3,859 applications had been approved for basic eligibility and 
medical feasibility. Grants totaling $20,635,657 had been approved 
for 2.245 of these applications. Of this total, $19,577,819 had been 
paid out, 

These programs are carried on in the central office in Washington, 
I). C., and in 67 regional offices including San Juan, Puerto Rico, and 
Hawaii. As of December 31, 1951, the number of employees involved 
in these programs exc cairn of loan guaranty attorneys was 2,936. 
The annual budget for salaries and expenses for fiscal year 1952 
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amounts to $13,331,802, or about 1.5 percent of the agency’s annual 
appropriation for these classes of expense. 

Following this brief statement of the nature and scope of the loan- 
guaranty program, the manner in which Veterans Administration is 
organized to carry out the provisions of the program is discussed | 
the next chapter. 


Il. Present PLAN OF ORGANIZATION 


The loan-guaranty program is administered in central office by a 
Director of the Loan Guaranty Service who re seek to the Assistant 
Administrator for Finance and through him to the Deputy Admin- 
istrator and: Administrator. Loan-guaranty activities in the field 
are under administration of regional managers who report to the 
Deputy Administrator. The central office and field organizations are 
discussed separately in the following sections of this chapter. 


1. CENTRAL OFFICE ORGANIZATION 


The plan of organization of Loan Guaranty Service at central office 
is presented in exhibit I. In general, this Service deve lops polici les, 
procedures, and controls for the oper ation of the program. It main 
tains the haison with lending institutions and associations and with 
other Government agencies involved in the loan-mortgage and in- 
surance field which is required to coordinate the loan-guaranty pro- 
gram with other loan programs and activities. It furnishes technical 
advice to lenders and veterans, initiates instructions to field stations. 
and institutes investigations of complaints. In these respects it acts 
in a staff capacity to the Administrator although it is officially under 
the direction of the Assistant Administrator for Finance. 

The Service also conducts certain substantive int connected 
with the program. These include the approval of business loans in 
which there are more than 10 participants, the approval of coopera 
tive housing loans where 3 or more units are involved, the approval 
of business and farm loans where the principal amount is over $25,000, 
and the approval and processing of housing projects with capacity 
for 500 or — veterans or for which the cost of construction exceeds 
*5 million. It also approves all loans for the purchase of less than 
a agente Secrest in a business and approves and processes all 
grants for paraplegic housing. In these matters the central office is 
involved in substantive operations similar to those of field stations. 

In addition, the Service is responsible for seeing that field opera- 
tions are carried on uniformly and with judgment within the estab 
lished policies. 

These general responsibilities of the Service are assigned as de- 
scribed below. 

(7) Office of the Director 

The Director of the Loan Guaranty Service is responsible for ad- 
ministration of the loan-guaranty program. Generally he handles 
external contracts and the broader and more fundamental aspects of 
the program. He maintains liaison with the various associations of 
lenders such as the American Bankers’ Association, with legislative 
committees, with veterans’ service organizations, and with govern- 
mental agencies such as the Federal Reserve Board and the Housing 
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Exutsit I 


VETERANS ADMINISTRATION 
LOAN GUARANTY PROGRAM 


Present Plan of Organization 
CENTRAL OFFICE 
June 1951 


ADMINISTRATOR 


LOAN GUARANTY 
SERVICE DIRECTOR 
ASSISTANT DIRECTOR 


HOUSING LOAN 
DIVISION 
CHIEF 


BUSINESS LOAN 
DIVISION 
CHIEF 


FARM LOAN 
DIVISION 
CHIEF 


ADMINISTRATIVE 
CONTROL DIVISION 
CHIEF 


CONSTRUCTION AND 
VALUATION DIVISION 
CHIEF 


LOAN MANAGEMENT 
DIVISION 
CHIEF 


CLAIMS AND 
LIQUIDATION DIVISION 
CHIEF 


PROPERTY 
ANAGEMENT DIVISIO 
CHIEF 





and Home Finance Agency. He deals with matters of top policy, in- 
ternal organization, the legal aspects of the program, and relationships 
with builders and lending institutions. 

Reporting to him in his immediate office are an Assistant Director 
and 14 employees. These employees perform three functions: 

1. The legal staff of six employees reviews laws, opinions of the 
Solicitor, and directives and other issues to the field. It advises the 
Director on program legal matters and maintains liaison with the loan- 
guaranty attorneys in the Solicitor’s organization. 

2. Two special assistants represent the Director in the field and act 
principally as supervisors of field examiners. 

3. A fiscal and financial economist represents the Director on inter- 
agency committees on housing and loan financing and prepares eco- 
nomic studies, information for speeches, and press releases on loan- 
guaranty matters. 
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(2) Assistant Director 

The Assistant Director of the service is primarily responsible for 
direction of internal operations of the service. He acts for the Di- 
rector in his absence and administers the substantive operations car- 
ried on in central office. He handles internal personnel and fiscal 
problems and complaints concerning the program transmitted through 
Members of Congress. He coordinates the work of the divisions under 
his jurisdiction and approves final action on operating matters brought 
to his attention. 

Reporting to the Assistant Director are eight division chiefs re- 
sponsible, respectively, for the Housing Loan, Business Loan, Farm 
Loan, C onstruction and Valuation, Loan Management, Claims and 
Liquidation, Property Management, and Administrative Control 
Divisions. 


(3) Housing, Business, and Farm Loan Divisions 

These three Divisions perform similar functions in their respective 
loan fields. The Housing Loan Division has 18 employees, the Busi- 
ness Loan Division has 5, and the Farm Loan Division is comprised 
of 2 employees. 

These Divisions develop operating policies and procedures and 
forms and methods to be used in operating practice. They issue diree- 
tives and instructions to the field concerning the program and coor- 
<linate application of policies, As mentioned earlier, they carry on 
the substantive operations which are handled in central office. They 
supervise the performance of their counterpart functions in the field 
to assure uniform handling of the program and appraise the quality 
of operations. 

6 "he Housing Loan Division has jurisdiction over the direct loan and 
paraplegic housing grant programs in addition to the guaranty and 
insurance of regular housing. The paraplegic program is admin- 
istered by central office through prior approval of all grants. The 
“_ ision is organized into four sections, as follows 

Home Loan Guaranty. 
Cooperative Housing. 
Direct Home Loan. 

t. Paraplegic Housing. 

These sections are charged with the fore-mentioned responsibilities 
for their respective specialties. 


(4) Construc tion and Valuation Division 


The 13 employees of this Division are organized in two sections, a 
Construction Section and a Valuation Section. They formulate poli- 
cies, procedures, and controls governing the appraisal and inspection 
of housing, businesses, and farms which serve as a basis for loan ap- 
proval, claims, and sale of property held by the agency under the 
program. They determine minimum construction standards and de- 
velop construction cost data which are used in computing values for 
appraisals. Coordination of appraisal activities with lending insti- 
tutions, builders, and other governmental agencies i s performed by 
this Division. It reviews appraisals and sets v: alues for those loans 
handled in central office. This Division is also responsible for inspec- 
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tion of the work of appraisers and those performing compliance 
inspections in the field. 


(5) Loan Management Division 


The Loan Management Division, comprised of 10 employees, is 
organized in two sections, a Guaranty Servicing Section and a Direct 
Servicing Section. 

This ne | Iso dle ‘velops polici les, procedures, and controls whic h. 
in this case, govern the servicing of loans and include regulations 
concerning the reinstatement of guaranteed and insured loans, direct 
and vendee loans, collection methods, refinancing requirements, ex 
tension and foreclosure of loans, and payment of msurance and taxes 
from trust funds. The Division reviews the work of lenders in serv 
icing loans handled by central office and approves the recommenda 
tions of regional offices concerning the suspension of lenders for inade 
quate servicing. 


G) Claims and Liquidation Division 


This Division _ t employees has three sections: Security Liquida 
tion, Personal Liability, and Claims Review. The principal function 
of this Division is ae protection of the interests of the Government 
in the handling and settlement of claims actions by lenders. In carry 
ing out this function, the Division formulates policies, procedures, 
and forms for the examination and payment of claims to lenders: for 
the acquisition or liquidation of properties securing guaranteed loans; 
for the disposition of special cases arising from the death, bankruptcy, 
or other incapacity of veterans which could cause loss of loan sec urity : 
and for the determination of veteran lability to the Government for 
losses ine urred on loans. 

To assure uniformity of field operations in these respects and to 
assure that lenders receive full consideration of claims, this Division 
reviews and passes judgment on all lender claims denied in the field. 
It also reviews and recommends action on veterans’ requests for 
waiver and compromise of their liability to the Government. 

The Division reviews field examination reports and takes actior 
as indicated to comply with its responsibility for field supervision of 
claims and liquidation functions. 


f 


(/) Prope Ty Manage ment Division 


This Division of nine employees develops policies, procedures, and 
controls governing property acquired by the agency through de 
faulted loans, including sale of property as well as the management 
of property before sale. ‘These pertain to the setting of selling prices, 
selection of brokers to handle rentals and sales, negotiation of terms 
of sales, establishment of rental rates, protection and maintenance 
of property prior to acquisition of absolute title, receipt and disposi 
tion of funds received from sales and rentals, and pve straps Got ss of 
brokers’ commissions. 

In addition to these staff responsibilities, this Division ap gee 
sales prices of all property for which title has been acquired and 
actually manages property for those areas of the country in which 
the workload in this respect is not sufficient to warrant a full-time 
property manager in the field. As the load increases in a particular 
area sufliciently to warrant employment of a property manager, these 
oper: ating activities are dece ntralized to the regions al office. 
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Supervision of counterpart activities in the field is accomplished 
by field visits by the Chief of the Division and his staff and through 
review of field examination reports. 

(8) Administrative Control Division 

This Division with 72 employees is the largest of the Service. It 
is organized in four sections: Program Analysis and Review, Pro- 
cedure, Accounts, and Fiscal Requirements and Measurements. 

l. Office of the Chief —In addition to the Assistant Chief and two 
secretaries, there are three central office representatives who handle 
publications, special projects, and field examinations, respectively. 
The first-mentioned individual edits publications, sees that conform- 
ance of other divisions of the Service is obtained and places issues 
in proper condition for publishing. 

Program . Lnalysis and Re wew Nection.— 4 his sect ion is orgal- 
ized in two units, the Statistical Unit and the Program Review Unit. 

The Statistical Unit designs, reports, and establishes procedures for 
reporting data concerning program activity, such as the volume and 
characteristics of loans guaranteed and insured, loans terminated, 
delinquent loans, liquidation of loan security, claims of lenders, and 
acquisition and sale of property. These data are selected in coopera- 
tion with the division chiefs, who use the figures for planning future 
programs and for control purposes. Similar information is also 
collected for reports requested by other agencies involved. 

The Program Review Unit collects, analyzes, and interprets eco- 
nomic data and trends covering the field of residental construction 
and finance, such as money availability, interest rates, factors affect- 
ing farm and small business financing, and the relationship of gov- 
ernmental fiscal, monetary, and credit policies to residental, farm, 
and business financing. It prepares forecasts reflecting the effect of 
economic factors and conditions on loan guaranty operations and 
similar material of an economic nature for press releases, speeches, 
and congressional testimony. It also analyzes the availability of 4 
percent funds in various areas of the country to determine need for 
direct loans. 

Procedure Section —The 22 employees of this Section are or- 
ganized in five units. These units are Machine Methods, Files, Forms 
and Publications, Operating Systems, and Correspondence. 

Each of these units. for the assigned responsibility, reviews all 
central office issues pertaining to the loan guaranty program to assure 
coordination of policy and procedures and reviews present methods 
used in order to develop simplified procedures, forms, and reports. 

t. Accounts Section—The Accounts Section is comprised of 
employees. It maintains control accounts of the funds appropriated 
for the program. It maintains detailed records of receivables due 
as a result of loans held by the agency, of loans refunded or purchased 
by the agency, of loans arising from the sale of property owned by 
the agency, and of amounts due from veterans as a result of deficiencies 
arising from liquidation of loans. This section also maintains prop- 
erty ledgers showing acquisition costs and income and expenses for 
eac ‘h property ow ned by the agency. 

Fiscal Requirements and Measureme nt Nection.—The five em- 
iid of this Section develop work-measurement standards and 
determine staffing patterns for field operations. They also review 
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budgets and budget justifications submitted by the field offices and 
tables of or ganization and personnel ceilings for both field and central 
office oper rations. 

Thus it may be seen from the foregoing that the central office is 
organized to perform both administrative functions and operating 
functions. The administrative functions consist primarily of pro- 
gram planning, policy determination, procedure development, and 
control of field operations. Although the Loan Guaranty Service 
has no official jurisdiction over field organization, staffing patterns, 
and budgets, it nevertheless exercises considerable control over these 
management functions. 


2. READJUSTMENT ACCOUNT CONTROL DIVISION 


The Readjustment Account Control Division, located in New York 
City, is not part of the Loan Guaranty Service, even though all of 
its work is devoted to loan-guaranty activities. It is a division of 
the Control Accounts Service of the office of the assistant admin- 
istrator for finance. Its sole purpose is to maintain individual 
veterans’ accounts of entitlement to loan guaranty to prevent issuance 
of certificates beyond the maximum amounts of individual eligibility. 


8. FIELD STATION ORGANIZATION 


The loan-guaranty program in regional offices is under the direction 
of loan-guaranty officers who act as chiefs of the loan-guaranty divi- 
sions. They report either directly to the managers of the regional 
oflices or to the managers through assistant managers. 

The organization plan described in this section is typical of most 
stations. However, in some cases the functions differ in minor 
degrees, depending upon the local conditions. For example, at some 
stations the Property Management Section does not exist because of 
the small workload in this activity. 

In the typical plan of organization shown on exhibit IT, the loan 
guaranty officer has an assistant chief, a direct-loan agent, and six 
section chiefs reporting to him. Section chiefs are those of the Ex- 
amining, Appraisal, Loan Service and Claims, Property Management, 
Accounts, and Control and Records Sections. 

In general, this organization determines the eligibility and en- 

titlement of veterans to the loan provisions, examines and approves 
loan reports and applications for guaranty or insurance, reviews 
appraisal and compliance inspection reports, examines and pays 
claims of lenders, manages and disposes of acquired property, makes 
direct loans and grants “for paraplegic housing, and maintains good 
public relations with groups in the loan mortgage and construction 
fields. 

These general responsibilities dre assigned in the following manner. 
(7) Loan guaranty office r 

The loan guaranty officer is responsible for the operations of the 
Division. He is selected by Loan Guaranty Service in central office 
with approval generally of the regional office manager. His respon- 
sibilities are of three types: administration, public relations, and 

performance of the technical functions of the program. 
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ExuisitT II 


VETERANS ADMINISTRATION 
LOAN GUARANTY PROGRAM 
Present Plan of Organization 
TYPICAL FIELD STATION 
June 1951 


REGIONAL OFFICE 
MANAGER 


LOAN GUARANTY 
DIVISION 
LOAN GUARANTY OFFICER 


ASSISTANT 
LOAN GUARANTY 
OFFICER 


CONTROL AND 
AMININ TION 
RECORDS SECTION ex pune Sec 
CHIEF 
CHIEF 


LOAN SERVICE AND 
CLAIMS SECTION 
CHIEF 


APPRAISAL SECTION 
CHIEF 


PROPERTY 
MANAGEMENT SECTIO’ ACCOUNTS SECTION 


CHIEF CHIEF 


He,t Secunda haute 

The administrative responsibilities include interpretation and 
application of operating policies, determination of budget require- 
ments, development of the plan of organization, selection of key per- 
sonnel, other personnel administration actions, and promotion of 
management-improvement programs. 

The public-relations responsibilities include preparation of news 
releases; personal contact with the press; public appearances as 
speaker or guest before organizations of veterans, lenders, trade 
groups, and the public; handling of major complaints from veterans, 
contractors, and other outside individuals or groups in connection 
with the program; and personal contacts with individual lendees, con- 
tractors, and others in the loan mortgage field. 

His technical responsibilities include the handling and solution of 
policy problems with lenders and contractors, final judgment on diffi- 
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cult appraisals and all direct loans, final decision on the purchase ot 

loans In salvage cases, spot inspection of loan servicing, field inspec- 

tions of large loan projects, and membership on four administrative 
committees, of which he usually chairmans one or more. The activi- 
ties of these committees are discussed later in this chapter. 


( Y) Assistant loan gual anty office r 


The responsibilities of the assistant loan guaranty officer vary con- 
siderably between field stations, depending upon the workload. Tn all 
cases he acts for the Chief in his absence. In most stations his activi- 
ties are confined to internal administration and include assignment of 
personnel within the Division to handle peak workloads, coordination 
of operating activities among the sections, handling of details of per- 
sonnel actions, maintenance of adequate supplies, supervision of de- 
tailed budget preparation and control of expense vouchers, and in a few 
instances relieving the Chief of personal interviews with veterans. 

In some stations the assistant handles the entire paraplegic housing 
program. In most cases this includes assistance to the veteran in 
finding a lot, locating a builder and lender, procuring proper plans, 
and obtaining State aid, if available, in the form of grants or reduc- 
tions in assessed valuation of the property. It may also include super- 
vision of construction. Under present procedures this also involves 
frequent contact with and transfer of papers to central office, from 
which the paraplegic program is controlled and to a large degree 
administered. 

(-)) Examining Nection 

The Examining Section has basic responsibility for the approval 
of the guaranty and insurance of loans. The Section determines the 
eligibility and entitlement of veterans and issues certificates of eligi- 
bility ; checks conformance of loans to the law and to established regu- 
lations and policies, including Federal credit restrictions; verifies the 
amount of the loan disbursements, charges, terms, and the credit stand- 
ing of veterans; recommends approval or disapproval of loan applica 
tions; issues certificates of guaranty or insurance credit to eidenns 
and prepares and processes gratuity vouchers for application to 
veterans’ loans. 

The Section also answers inquiries from lenders and veterans on 
matters regarding credit restrictions, reinstatement of guaranty bene- 
fits, release of security, extensions, and other modifications of loan 
agreements. 

( j ) Appraisal Nection 

The Appraisal Section is responsible for obtaining appraisals and 
compliance inspections of property and for determining the values of 
properties. Most appraisals and compliance inspections are made 
by fee appraisers who are selected, trained, and controlled by the Sec- 
tion. It examines appraisal reports, establishes the values of prop- 
erties and issues certificates of reasonable value to the lender. On new 
construction the Section often makes detailed analyses of construction 
costs, using the cost index prepared by Veterans Administration, before 
est: ablishing reasonable value. It makes field inspections of existing 
and proposed construction to assure sound appraisals and to supervise 
fee appraisers. 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 915 


The Appraisal Section also maintains outside relations with other 
Government agencies, professional groups and lenders on construction 
and appraisal matters. 


(5) Loan Service and Claims Section 


The basic responsibilities of the Loan Service and Claims Section 
are to see that loans are properly serviced and, in case of loan default, 
to process claims made against the agency. 

In the case of guaranteed and insured loans, the section works with 
lenders to induce them to service loans properly and in case of default 
attempts to bring the lender and borrower together to salvage de- 
faulted loans;-it examines and processes for payment claims filed by 
lenders and determines indebtedness of veterans to the agency on 
defaulted loans; it recommends upset prices for property liquid: ition 
and authorizes expenditure of funds incident to property liquidation. 

In the case of direct loans and where the agency is the mortgagee, 
the section services the accounts directly to salvage defaults; it au- 
thorizes foreclosure where necessary; it authorizes expenditures in- 
cident to refunding of loans, payment of taxes and insurance, and 
alteration, repair, ‘and improvement of agency-owned property: it 
determines indebtedness of veterans on defaulted loans or contracts; 
and it arranges for periodic inspection of property owned by the 
agency. 

In connection with the liquidation of property and foreclosure 
proceedings against occupants of agency-owned property, this section 
works very closely with the loan guaranty attorneys who are part of 
the organization of the chief f attori ney. 


(G) Property Management Section 

The Property Management Section is responsible for the disposal 
and management of all property acquired through default. This re- 
quires that the section inspect property prior to transfer to the agency 
to determine need for repairs and to appraise conditions as a basis for 
setting a selling price or rental rate. It selects and controls manage- 
ment brokers who handle maintenance and sale of properties, con- 
ducts negotiations on price and terms, determines credit of prospective 
buyers of property for sale, and makes periodic inspections of prop 
erty-securing loans or vendee accounts held by the agency. 
(7) Accounts Section 


The Accounts Section is a comparatively new unit in most field 
stations organized as a result of recent transfer of accounting fune- 
tions from central office. Consequently, some sections are per forming 
a minimum of functions in comparison to the anticipated workload 
upon completion of dec entralization. 

Those sections which are fully organized maintain five sets of 
accounts and two subsidiary registers. They maintain individual 
accounts for direct loans, vendee loans, acquired loans, rental prop- 
erties, and veteran indebtedness. These accounts are posted with pay- 
ments received and show the distribution of payment as to principal, 
interest, taxes, and insurance. Tax and insurance subsidiary registers 
are also maintained to assure timely payment of amounts due on 
property owned by Veterans Administration. 
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(8) Control and Records Section 

The Control and Records Section receives, handles and transmits 
mail through and out of the division, establishes and maintains loan 
dockets and reviews contents to see that all necessary data are included, 
maintains registers indicating actions taken on loan applications, 
codes data for preparaiton of punch card records and prepares statis- 
tical and analytical reports for central office. 


(9) Direct loan agent 


The direct loan agent determines eligibility of veterans and the 
legality of the purpose of direct loans. He decides whether the finan- 
cial condition of a veteran will permit his successful handling of a loan 
and recommends approval of loans on the basis of appraisal reports. 
Loans are usually closed by an attorney or a title company on a fee 
basis after search and certification to clear title. 

The direct loan agent computes the details of necessary payments 
by veterans including cash down payments, payments to the loan 
closer and a schedule of monthly payments for amortization of loans, 
taxes and insurance. After loans are closed, he reviews the transac- 
tions and arranges for warranty deeds to be given to veterans. 

(10) Committees 

Four administrative committees participate in the loan guaranty 
program. 

The Committee on Waivers and Compromises, consisting of the chief 
attorney, the loan guaranty officer and one other division chief of the 
regional office, acts on requests by veterans, who are indebted to the 
Government by reason of a loan default, for a waiver of all or part of 
the amount owed. Action by this committee is limited to indebtedness 
of $2,500 or less. Amounts greater than this are referred to a similar 
committee in central office. 

The Policy Committee, consisting of the loan guaranty officer, the 
Chief of the Loan Service and Claims Section and the Chief of the 
Property Management Section, passes on recommendations of upset 
prices and other factors cone erned i in the liquidation of property secu- 
rity, submitted by the Loan Service and Claims Section. 

The Review Committee, consisting of the loan guaranty officer, the 
Chief of the Examining Section and the Chief of the Loan Service and 
Claims Section, reviews recommendations of the Loan Service and 
Claims Section concerning lenders’ claims and approves or disapproves 
them. Further review of claims denied by this committee is made by 
a similar central office committee. 

The Property Committee’s members are the loan guaranty officer, 
the Chief of the Appraisal Section and the chief of the Property 
Management Section. This committee determines sales prices of 
agency-owned property subject to central office approval, considers 
purchase bids and selects the purchaser. 

Some variations are found in the membership of these committees. 
However, the foregoing description is typical of most field stations. 

Recommended changes in the organization of loan guaranty activ- 
ities, described in this chapter r, are presented i in the following chapter. 
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ILI. Organization RecOMMENDATIONS 


The proposed basic plan of organization of the Veterans Admin- 
istration presented in volume II, Top Management, of this report 
affects the organization structure of loan guaranty activities in three 
principal respects. 

First, it is recommended that the agency be organized into seven 
completely integrated program departments, one of which is loan 
guaranty. This will require transfer of responsibility for the loan 
guaranty program from the assistant administrator for finance to a 
newly appointed assistant administrator for loan guaranty reporting 
to the deputy administrator. 

Second, it iS recommended in volume IT that these program depart- 
ments be given the responsibility and authority to direct and control 
all field operations concerned with the program. As a result, loan 
guaranty officers in the field will report directly to the Program De- 
partment in Central Office rather than to regional managers. 

Finally, it is recommended that direction and control of staff serv- 
ices required to carry out program responsibility be transferred to 
these operating departments. This requires the transfer of loan 
guaranty attorneys from the solicitor in central office and from the 
chief attorneys in the field to the Loan Guaranty Department. It 
will also require transfer and addition of other staff services essential 
to the program which are now separately directed. 

The revised organization plan, reflecting these changes, is discussed 
in detail in the following paragraphs. 


1. CENTRAL OFFICE ORGANIZATION 


The proposed plan of organization shown in exhibit IT] provides 
for a fully integrated program department with all loan guaranty 
operations in field stations reporting directly to a central office 
organization. 


Exursir IIlI-1 (1) 


VETERANS ADMINISTRATION LOAN GUARANTY PROGRAM—PROPOSED PLAN OF 
ORGANIZATION CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES OF THE ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations and interpretations 
thereof pertaining to the loan guaranty program. 

2. Forecast facility, personnel, supply and budget requirements for loan 
guaranty operations. 

3. Formulate and recommend objectives and policies for the loan guaranty 
program. 

4. Develop and recommend a plan of organization for loan guaranty oper- 
ations. 

5. Approve program, plans and procedures for effective execution of loan 
guaranty operations. 

6. Consult with and utilize the services of the functional staffs of the Ad- 
ministrator in the development of policies, plans, programs, procedures and 
standards of performance for the loan guaranty program; in the training, 
counseling and guiding of functional staff personnel in the Loan Guaranty De- 
partment; and in the appraisal of results. 





RANS ADMINISTRATION 


4 


231HD 
NOISIAIO LN3IW3ZOVNVA 
ALBIdOUd 


43aiH> 
NOISIAIG NOILVGINO!7 
ONY SWIV 1D 


433 
NOISIAIO 
LN3IWI9OYNVH NYO) 


¥O15D34I0 
JD1AN3S 
InawaovNveT 
AbYIdOUd ONY NYO? 


431H>D 
NOISIAIG 
NOILWTTA 


32149 
NOISIAIG 
NOILINYLSNOD 


40199410 
JDIABIS NOLLVN IVA 
ONY NOMLINBLSNOD 


d31HD 
NOISIAIO 
NVO7 SS3NISNG 


4a3IHD 


NOISIAIO NYO) Wav 


a3!H> 
NOISIAIO 


ONISNOH DID2 1dvVaVd 


431HD 
NOISIAIO 
NYO 1 3WOW 153810 


33H 
NOISIAIG ALNVBWNOD 
NYO? 3WOH 


eOlda4I0 
aDIAw aS 
AD110d NVOT 


SazoVNVH 
SBI1NID 
ALNWVaYNOS NVOT 


aa'H> a32tH> 
NOISIAIO NOISIAIO SOQUVONVIS 
BDIABIS A134 ONY SCOHi3W 


eaI0VNH 
SNOUVEIdO 
ALNV4YYND NYO? 


VINNOSB3Ad 
ANVASISSY 


ABNMOLLY J3IHD 
aDIAB3S WV937 


33iHD 
NOISIAIO SDISILWAS 
ONY $140d38 


33m 
INOISIAIO SNILANNODIV 


431HD 
NOISIAIO 1390N8 


[ep Ger Tile) 
3DIABIS JONVNIS 
Onv 139008 


re 
a 
fa 
- 
as) 
on 
-_ 
nt 
fe) 
> 
m& 
3 

—_ 


BOLVULSININOYV 
UNVASISSY ZAILNDIX® 
BOLVSLSINIWOY 
ANVASISSY 
inNIgWwitvd30 
ALNVUYND NYO) 


EMENT 


2961 tady 
A514 40 IWHYLNAD 


UOTIJEZIUBZIO jo uel pasodolig HOLVHASINIWOY ALNd30 


WVHOO0ud ALNVUVND NVOT YOLVSASININOY 


NOLLVULSININGVY SNVUSLAA 


MANAC 


Ill t141Hnxy 


918 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 919 


7. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

8. Maintain good relations with employees of the Loan Guaranty Depart- 
ment. 

9. Direct and coordinate loan guaranty operations in accordance with estab- 
lished objectives, policies, plans, procedures and organization structure and 
within approved budget limits and existing laws and regulations, 

10. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations and 
procedures. 

11. Keep the Administrator informed concerning current loan guaranty oper- 
ations, results and future plans through established reports and personal 
meetings 

12. Established standards of performance, and evaluate results of the loan 
guaranty program. 

13. Keep informed of technical and administrative developments in the loan 
cuaranty field, and maintain good relations with interested technical and other 
outside groups and with Government representatives and agencies. 


Exutsit I[I-2 


VETERANS ADMINISTRATION LOAN GUARANTY PROGRAM—PROPOSED PLAN OF 
ORGANIZATION, CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES COMMON TO ALL EXECUTIVES REPORTING DIRECTLY TO THI 
ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply, and budget requirements 
for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

4. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

>. Direct the operation of assigned functions. 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

~~ 


Keep the Assistant Administrator informed concerning current operations, 
results, and future plans through established reports and personal meetings. 

9%. Develop standards of performance and evaluate results of assigned 
operations 

LO. Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and 
other outside groups and governmental agencies, 


Exutsir III-3 


VETERANS ADMINISTRATION LOAN GUARANTY PROGRAM—PROPOSED PLAN OF 
ORGANIZATION, CENTRAL OFFICE, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates, and approve selection of their immediate 
subordinates. 

4. Direct the operation of assigned functions. 

5. Maintain good relations with employees under his supervision. 
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6. Cooperate with other executives in coordinating operations, in solving 


mutual problems, and in complying with established rules, regulations, -and 
procedures. 


7. Keep the Service Director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 
(1) Appoint an Assistant Administrator for Loan Guaranty with full 
operating authority 


Under the present plan of organization, responsibility for the ad- 
ministration of loun-guaranty operations is divided among the Direc- 
tor of Loan Guaranty Service and 67 regional office managers. This 
division of responsibility has caused difficulties in coordination between 
the central office and field executives. 

The present organization position of loan guaranty, as a service 
reporting to the Assistant Administrator for Finance, does not give 
proper recognition to this program as one of the five major opera- 
tions of the agency. This makes it difficult to obtain commensurate 
classification grades for positions comparable to those in other Federal 
agencies engaged in somewhat similar loan- mortgage functions. In 
turn this makes it difficult to attract and retain able executives for 
the loan-guaranty program. 

These problems can best be solved by establishing loan guaranty 
as a program department under the direction and control of an 
Assistant Administrator. He should report directly to the Deputy 
Administrator of Veterans Affairs and through him to the Adminis- 
trator and should be responsible for administering all laws relating 
to the loan-guaranty program. He should direct the loan-guaranty 
and insurance, direct home-loan and paraplegic housing operations, 
and the auxiliary staff services of budget and finance, personnel, 
administrative services, and methods and standards which are required 
within the Loan Guaranty Department to support the technical activ- 
ities. He should cooperate with other assistant administrators and 
with the directors of staff services by seeing that all loan guaranty 
operations are conducted in compliance with Veterans Administra- 
tion policies and the rules, regulations, and laws that are applicable. 
He should maintain good relations with associations of lenders and 
contractors, veterans service organizations and other Government 
agencies involved in Federal fiscal and housing activities. These and 
other major responsibilities of the Assistant Administrator are pre- 
sented as exhibit ITI-1. 

The organization chart defines lines of responsibility and authority 
but it should not be construed as indicating channels of contact. The 
proposed plan permits and requires the exercise of common sense and 
good judgment, at all organization levels, in determining the best 
channels of contact necessary for the expeditious handling of the work. 

Contacts between units of the organization should be carried out in 
the most direct way. In making such contacts, however, it is the duty 
of each member of the organization to keep his immediate superior 
informed of— 

Any matters on which his superior may be held accountable by 
the executive to whom he reports. 

Any matters in disagreement or likely to cause controversy within 
or mae any units of the or ganization. 

5. Matters requiring advice by his immediate superior or his assist- 
ance in coordination with other units of the or ganization. 
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4. Any matters involving recommendations for changes 
variance from established policies and procedures. 

The proposed plan of central office organization provides for five 
service directors, a staff assistant and a loan guaranty operations 
manager, all reporting to the Assistant Administrator through a 
Deputy Assistant Administrator. The five service directors should 
be responsible for the Loan Policy, Construction and Valuation, Loan 
and Property Management, Legal and Budget and Finance Services. 
The staff assistant should be responsible for personnel administra- 
tion. These executives together with the operations manager consti- 
tute the top-management group of the Loan Guaranty Department 
in central office. Responsibilities common to these executives are 
shown as exhibit II1I-2, and those common to division chiefs report- 


ing to service directors as exhibit III-3. Individual responsibilities 
are presented in the following recommendations. 


in or 


(2) Appoint an Executive Assistant to the Assistant Administrator 

It is recognized that a need exists for a full assistant to the As- 
sistant Administrator because of the frequent demands upon the 
latter’s time for outside contacts which are of major importance to 
the successful administration of the program. At the same time the 
internal coordination required to maintain an active and smooth- 
running operation recessitates full-time attention. 

Consequently, it is recommended that an executive assistant be ap- 
pointed to take full responsibility for the program in the absence of 
the Assistant Administrator. He should be responsible for interna] 
administrative functions such as personnel, budget and finance, and 
legal, and for the coordination of the policy and planning activities 
of the department with field operations. He should handle most of 
the congressional mail. He should maintain liaison with the Veterans 
Service Department, which will provide some services to loan-guar- 
anty operations in the field, as explained later. 


(3) Appoint an Assistant for Personnel 


Under the present plan of organization personnel operations in field 
stations are under direction of regional office managers. 
sonnel activities are centralized under the Assistant Administrator for 


Other per- 
Personnel. This has substantially removed loan-guaranty executives 
from personnel administration and has presented some difficulties in 
obtaining adequate grade classifications for loan-guaranty employees 
in the field and in providing a reservoir of capable and ‘experienced 
replacements for field executives who are, in most cases, well along 
in years and who have experience and background which are difli- 
cult to replace from outside the agency. 

Under the proposed plan, personnel administration within the pro- 
gram departments will be the responsibility of the 
administrators. 

It is therefore recommended that an assistant for personnel be 
appointed in the Loan Guaranty Department to assist the Assistant 
Administrator in personnel administration. He should advise the 
Assistant Administrator on personnel problems, and activities in the 
Loan Guaranty Department. He should be responsible for personnel] 
administration and maintenance of personnel relations. He should 
work with loan-guaranty executives in the development of proper 


assistant 
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position classifications and should review, and inspect position de- 
scriptions. He should act as liaison with the Personnel Division of 
the Central Office Management Service in recruitment of personnel 
for the central office staff of the department, and with the Personnel 
Department in interpretations of policy, and in obtaining of tech- 
nical assistance. He should provide functional direction to field- 
station managers on personnel matters, and guide the development of 
training programs. 


(4) Transfer Loan Guaranty attorneys from Solicitor and establish a 
Le gal Nervice 

The Loan Guaranty Department, because of its dealings in real 
estate in every State of the country, and its territories, is involved 
in more complex legal problems than is any other department of the 
agency. Many of the administrative actions are in effect legal actions 
with respect to property easements, foreclosures, and mortgage clauses. 
It is essential, therefore, that a very close relationship exist between 
the legal experts handling these matters, and those responsible for 
administering the program. 

At the present time the loan-guaranty attorneys are part of the 
Solicitor’s organization entirely separated from loan guaranty oper- 
ations. It should be noted that the cooperation and coordination 
between these groups has been excellent and has resulted in legal 
opinions which are as easy to administer as possible. However, this 
has required establishment of a legal staff in loan guaranty to work 
with the attorneys. Coordination is obtained on a cooperative basis 
but it requires working across organization lines of authority. 

To simplify the coordination at central office, and to improve a 
rather cumbersome relationship with loan-guaranty attorneys in the 
field, it is recommended that the loan-guaranty attorneys be trans- 
ferred from the Solicitor’s office and established as a Legal Service 
in Loan Guaranty. Into this service should be absorbed as many 
of the legal staff, now part of the Director’s office in Loan Guaranty 
Service, as is necessary. 

The Legal Service should counsel with the Assistant Administra- 
tor on legal aspects of the program. It should review regulations, 
technical bulletins, and other issues to assure legality of instructions, 
review and revise opinions submitted by loan-guaranty attorneys in 
the field, and prepare recommended interpretation of laws and regu- 
lations for the review and approval of the General Counsel. In carry- 
ing out these responsibilities it should work closely with the General 
Counsel on all matters of law and regulatory decisions affecting the 
program. It should provide functional direction to the loan-guaranty 
attorneys in field stations to assure uniformity of legal action with 
respect to all aspects of the program. 


(5) Consolidate llome, Farm, and Business Loan Divisions into Loan 
Poli y Ne) vice 

The functions performed by these three loan Divisions are similar 
in their respective fields and can, therefore, be better administered 
under single direction. This will reduce the amount of coordination 
required between these Divisions and with other units of the loan- 
cuaranty organization. This consolidation will also reduce the span 
of supervision of the executive assistant. 
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The Loan Policy Service should continue to develop plans and to 
formulate policies and guiding procedures concerning the approval 
of veterans eligibility, entitlement, and loan arrangements. It should 
prepare and issue directives and instructions to the field to establish 
the basis for uniform handling throughout the country and should 
review reports on field operations to assure compliance with policy 
and to serve as a basis ~ revising policy as required. 

This Service should be organized into five divisions: Business 
Loan Division, Farm Loan Division, Home Loan Guaranty Division 
including cooperative housing, Direct Home Loan Division, and 
Paraplegic Housing Division. It is also recommended that the oper- 
ations of the pari aplegic housing program now performed at central 
office be entirely decentralized to field stations. 


(6) Retain Construction and Valuation functions as a service 


The present functions of the Construction and Valuation Division 
should be retained in the Construction and Valuation Service except 
the inspection of field operations by the Chief or his delegate. This 
activity should be performed by a unit under the operations manager, 
as indicated in later paragraphs, 

The functional organization within the Service should be retained 
as at present with a Construction Division and a Valuation Division. 


(7) Consolidate Loan Management, Claims and Liquidation and 
Prope rt y Manage ment Divisions into a Loan and Prope rty 
Manage ment Nervice 


All three of these Divisions plan and formulate policies and pro- 
cedures designed first to maintain veterans’ loans in sound condition 
and second, failing in this, to protect the interest of the Government 
in claims actions and in property liquidation and management. This 
close interrelationship requires a substantial amount of coordination 
to attain these common objectives. 

In order to provide this close coordination below the level of the 
Assistant Administrator, it is recommended that these three Divisions 
be consolidated into a Loan and Property Management Service, each, 
however, retaining their identity as divisions of the new service. 

It is further recommended that all property management be decen- 
tralized to field stations and that the authority for establishing sales 
prices of agency-owned property also be placed in the field. This 
will remove operating activities from the Property Management Divi- 
sion and place them in the field where they can be handled more ex- 
peditiously and with greater knowledge of local conditions. 


(S) Establish a Budge t and Fi nance We rvree é 


The establishment of this Service within the Loan Guaranty De- 
partment at central office is recommended to provide the Assistant 
Administrator with the control accounts, financial reports, and finan- 
cial guidance required for effective operation and to provide fune- 
tional guidance and supervision of budget and finance activities in 
the field. 

In effect, this service represents a portion of the present Admini- 
strative Control Division. It should be organized into three divi- 
sions: Budget, Accounting, and Reports and Statistics. 


52——59 
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The Budget Division should comprise the budget analysts of the 
Fiscal Requirements and Measurement Section. This Division should 
be responsible for the development of policies, plans, and procedures 
for budget administration within the Department and for adminis- 
tration throughout loan guaranty operations of the budget policies 
and procedures established by the Budget and Finance Department. 
It should be responsible for the review, analysis, consolidation, and 
submission of budgets for the Department and should administer 
budget allotments for loan-guaranty operations. 

The Accounting Division should be made up of the present 
Accounts Section. It should be responsible for maintaining the gen- 
eral books and allotment control ledgers of the Department and for 
the development of policies and proc edures governing accounting op- 
erations throughout the Loan Guaranty Department within the Timi- 
tutions established by the Budget and Finance Department. It should 
consolidate field financial reports for submission to the top staff and 
prepare routine fiscal statements from the books of account. 

It is further recommended that the maintenance of individual 
accounts on receivables due the agency, refunding and purchase of 
loans, loans arising from sales of property, veteran indebtedness, and 
property ledgers be decentralized to the field and replaced in the 
central office books by control accounts. This will eliminate the 
duplication currently existing in the maintenance of these records. 

The Reports and Statistics Division should be comprised of the 
present Program Analysis and Review Section. It should continue 
to be responsible for designing reports and controlling the report 
structure of the department. Tt should review, analyze, and inter- 
pret statistical and economic data and should continue to prepare 
forecasts of operations as they are affected by economic factors. It 
should also make special studies as required. 


(9) Appoint an operations manager to direct loan guaranty activities 
in the field 

In accordance with the recommended basic plan of organization 
which proposed that loan-guaranty operations in the field report 
directly to central office, an operations manager is provided in the 
proposed plan to direct and control these field operations. He should 
report directly to the executive assistant and through him to the 
Assistant Administrator. 

The operations manager should be responsible for seeing that loan- 
guaranty operations are carried on in accordance with the ‘pli ins, poli- 
cies, and procedures established by the loan guaranty central office 

ti af and with the policies and procedures est: ablished by the Admin- 
strator’s staff. He should promote and control expeditious and low- 
cost operations in the field and should recommend field-station loca- 
tion, select field-station managers and perform other administrative 
functions to assure effective operations. 

To assist him in the direction of field operations he should have 
reporting to him in central office two staff divisions: Methods and 
Standards Division and Field Service Division. 

The Methods and Standards Division should comprise the present 
Procedures Section and the Planning and Measurement Unit. This 
Division should be responsible for. coordination of publications and 
issues to field stations, for guidance of the development of new and 
improved methods and procedures, for the establishment of adequate 
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standards of work measurement, for the development of manage- 
ment improvement programs and for the control of forms used in 
the Department. In addition, it should be responsible for obtaining 
adequate supplies, space, and equipment for the central office 
organization. 

The Field Service Division should be comprised of those individuals 
in the present organization concerned with field examination. This 
staff should be augmented by sufficient high-grade personnel to carry 
out an integrated program of quality an: ly sis of field operations. It 
should be responsible for making periodic audits of field operations. 
These should be conducted by teams on which are represented all the 
specialized skills required in the loan guaranty program. These 
audits should be maintained at a high management level and should be 
concerned with the quality of judgment used in the operations rather 
than analysis of procedural compliance. 


(10) Eliminate Readjustment Account Control Division 


The basic responsibility of the Readjustment Account Control Divi- 
sion is to control the entitlement of veterans for guaranteed and in- 
sured loan benefits. Each eligible veteran of World War IT is entitled 
to a maximum amount which he may use for one or more ventures. 
The law places penalties on the veteran if he knowingly applies for 
amounts exceeding his maximum entitlement. 

The procedure employed by the division requires that, before a 
certificate of eligibility is issued to a veteran, the loan guaranty office 
requests of the Readjustment Account Control] Division a reservation 
of entitlement in a certain amount against the veteran’s account and a 
confirmation from the division that sufficient entitlement remains for 
application to the particular loan in question. 

Individual veteran accounts are maintained in the Readjustment 
Account Control Division showing the veteran’s name, address, 
serial number, branch of service, amount of entitlement certified, and 
amount of entitlement remaining. Identical information exists in the 
loan guaranty field office for each veteran under its jurisdiction. 

When a loan is closed, the loan guaranty office notifies the Readjus t- 
ment Account Control Division which posts to the veteran’s account 
card pertinent data concerning the loan such as name and address of 
lender, type of loan, amount of loan, amount of guaranty, date of loan, 
period of amortization, interest rate, mode of payment, State, and 
loan number. Identical information exists in the loan papers in the 
veteran’s file at the loan guaranty field office. In addition, these offices 
stamp the veteran’s discharge papers to show the entitlement used. 

From the foregoing analysis, it may be seen that identical informa- 
tion is maintained in two places. Further, with the exception of those 
applicants during the first several months of the program, veterans’ 
discharge papers, which are required of all applicants, are stamped 
with the amount of entitlement granted and used. 

Analysis of the cost of maintaining this control compared with the 
risk to the Government based on experience is interesting. As of 
March 31, 1951, the guaranteed value of requests for certification 
which were refused by the Readjustment Account Control Division 
averaged approximately $312,000 annually. A substantial percentage 
of this amount resulted from mathematical and typographical errors 

and not from veterans’ attempts to obtain excess entitlement. The 
accumulated claims paid by loan guaranty because of loan default 
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since the beginning of the program is less than 0.5 percent of the guar- 
anteed liability. Thus, on the basis of experience, this check has saved 
the Government from loss at a rate of about $1,560 a year. In addi- 
tion, savings in gratuity payments of about $98,000 annually result 
from this procedure. The salary cost alone of the personnel of the 
Readjustment Account Control Division and of personnel at field 
stations actively engaged in the procedure described previously is 
estimated at approxim: ately $ $500,000 each year. 

It is obvious then that the cost of this method of control is far in 
excess of the value it provides in protecting Government funds. 

However, it is recognized that a principle is involved here separate 
and distinct from the Government risk. Consequently, it is not in- 
tended that control of entitlement be discontinued but that another 
less costly method should be used. This method is discussed in the 
following chapter on operating recommendations. 

In view of the foregoing, it 1s recommended that the Readjustment 
Account Control Division be disbanded. 


(71) Consolidate administration of loan-quaranty operations into 
a Limite d num de a, of fie ld locations 

To make possible the direct control of all loan-guaranty operations 
by the Assistant Administrator for Loan Guaranty, it would be ad- 
vantageous to consolidate the administration of these operations into 
2 relatively few number of locations in the field. These advantages 
are as follows: 

Bs Uniformity of ae CISIONS will de improved. —In a program like 
loan guaranty in which judgment plays such an important part in the 
effectiveness of operations, uniform treatment of veterans, lenders, 
and others involved is difficult to maintain. This is further aggra- 
vated by the wide dispersion of loan-guaranty activities in 67 different 
offices. Concentration of these activities in fewer offices would greatly 
minimize this problem, with consequent improvement in the work. 

29. Nnecialization in the handlina of different ty pes of activities can 
he obtained.—I\n most offices the volume of work in property man- 
agement and paraplegic housing is not sufficient to warrant full-time 
attention. Consequently much of this work is handled from central 
office. By concentration of this work in fewer locations the volume 
should be sufficient to assign full-time personnel to it and to permit 
decentralization of the work from central office. This should provide 
better service and closer control. 

3. Utilization oft pe rsonnel wil] he im prove d. Operations observed 
in the field indicated that there are frequent occasions when loan- 
guaranty employees either are not fully occupied or are heavily over- 
loaded. This is principally a result of the nature of the program 
which requires 2 minimum staff of various technical specialists in each 
location even though the workload does not fully occupy their time. 


Greater flexibility in and improved use of personnel will improve 
se rye e and decrease costs. 


. Improved administ rative control 18 possibl. > —W ide dispersion 
- a large number of offices makes administrative control by central 
office difficult and not particularly effective. Fewer administrative 
centers in the field will permit more frequent contacts at the executive 


level resulting in better management control than can be obtained 
through procedural inspections. 
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uar- 5. Administrative costs will be Ve duce d substantially. —The cost of 
wed administering loan guaranty activities is greatly increased by the 
ddi- multiplicity of locations at which Loan Guaranty operates. Concen- 
sult tration of administration at fewer locations will substantis lly reduce 
the these costs. 
neld The advantages of further concentration of loan guaranty opera 
ius tions and their administration are substantial. The nature of this 
; work is such that the Veterans Administration can and should realize 
rin these advantages through consolidation. The individual veteran sel- 
dom comes in direct contact with loan guaranty personnel. His initial 
rate contact is most often with a contact representative or a lender. Sub 
wel sequent transactions are conducted almost entirely by mail. To a 
her considerable extent, loan-servicing contacts with veterans and le — Ts 


the are maintained through corresponde) we. With the exception of 
spection trips most property management is handled through Michie 1's 
on a fee basis and appre aisals through fee appraisers. 
Since it is contemplated that a few employees engaged in appraisa 
nto loan servicing, and property management would remain in the present 
locations where required but would be directed from consolidated 
ons offices. the excellent service to veterans and lenders would be main- 
ad- tained. At the same time full advantage would be taken of a reduced 
number of administrative centers. Some increase in travel expense 


lent 


pe may be incurred in this move, but it will be insignificant in comparison 

with the benefits achieved by such a consolidation. 

‘ike (12) Establish 12 loan quaranty centers 

the In determining the number, location, and territories of loan guaranty 

TS, centers in which the agency should concentrate administrative opera- 

ra tions, four factors required consideration. These were: 

ent 1. Balanced current and potential workload. 

tly 2. Distance of travel and adequacy of transportation 

rk, . Proximity to financial centers of the country. 

an Availability of personnel, housing, and office space. 

An- pe sis of the current workloads revealed that a balanced workload 

me could be obtained by consolidating into 10 centers. This would also 

ral balance fairly well the potential workload as measured by veteran 

me population. 

nit However, consideration of the factors of distance and transportation 

idle with respect to 10 centers with balanced workloads indicated that 
several of the territories in the western part of the country would be 

ed too large geographically for adequate supervision of fee-basis 

in appraisers and brokers. 

er It was recognized that the large metropolit in centers of the country 

im greatly overbalanced the Mountain and Plains States in the workloads 

ch they carried so that the ultimate objective of balanced workloads had 

Ne. to be modified in favor of territory size in terms of area covered. 

ve It is therefore recommended that 12 loan guaranty centers be ane 
lished. These centers provide for a fair balance in workload and i 

on office size and for reasonable geogr: iphic ‘al divisions of reat ning 

‘al The location of these centers, their territories, the present workloads 

ve as measured by the applications received during the second quarter 

ve of fiscal year 1952, and the potential workload measured by dispersion 

ed of veteran population are shown as exhibit IV. A map of the terri- 


tories assigned to each center follows this exhibit as exhibit V. 
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Exursit IV 


Veterans Administration loan guaranty program—Present and potential work- 
load for recommended loan guaranty centers 


Second quarter 


fiscal year Percentage 
; 1952 applica- | of veteran 
Center tions received | population 
(approximate World 
monthly War II 


average) 


Baltimore center | 








Percent 
New Jersey s 2, 550 3. 52 
Maryland. : 600 1.51 
Washington, D. C 600 . 68 
Virginia 250 1, 98 
Delaware . 4 200 .21 
West Virginia 100 1. 34 
Total ; 4, 300 9. 24 
—— rs - — 
Boston center 
New York State (excluding New York City) 1, 600 3.72 
Massachusetts 1, 000 3. 38 
Connecticut 650 1. 41 
Rhode Island 300 . 62 
Maine 150 56 
New Hampshire ’ 150 .37 
Vermont 75 . 22 
Total 3, 925 10. 28 
San Francisco center 
California 3, 650 7. 50 
Arizona - -- > DO . 44 
Hawaii 5O . 68 
Nevada ‘ l .10 
Total 3, 751 
New York City center 
New York City 3, 500 6. 69 
Puerto Rico . : : ‘ 3 
Total 3, 563 6. 69 
= 
Dallas Center 
Texas ‘ - P 1, 650 5. 02 
Oklahoma 700 1. 45 
Louisiana : d 475 1. 55 
Arkansas 100 1.08 
Mississippi 100 1.12 
Total 3, 025 10. 22 
Pittsburgh center: Pennsylvania 2, 350 7. 67 
Cleveland center 
Michigan 1, 200 
Ohio 1, 000 
Kentucky 75 
Total 2, 275 11. 53 
Atlanta center 
Georgia 500 1. 98 
Tennessee é : 500 2.01 
Florida ° 500 1.74 
Alabama ‘ 300 1.72 
South Carolina sili ; ; 200 1,12 
North Carolina 150 2. 27 
Total . : ie nal : 2, 150 10. 79 
Chicago center: 
Illinois. ‘ é - 800 6. 07 
Missouri. -- dab acuwbe 650 2. 52 
Indiana ; ‘ ‘ a 500 2. 57 


Total . ed nial gi sis tibids 1, 950 11. 16 
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Veterans Administration loan guaranty program—Present and potential work- 
load for recommended loan guaranty centers—Continued 


Second quarter 


fiscal year Percentage 

1952 applica- | of veteran 

Center tions received | population 
(approximate World 
monthly War II 


average) 


St. Paul center: Percent 
Minnesota 700 1. 97 
Wisconsin 300 2. 03 
Iowa... 300 1. 50 
North Dakota ‘ 50 32 
South Dakota, . 50 39 

Total 1, 400 6. 21 

Seattle center: F 
Washington 650 1. 50 
Oregon os . i 200 1.07 
Idaho_. ‘ 40 37 
Montana “ : - 39 38 
Aluska 1 

Total__. ‘ ‘ 930 3. 32 

Denver center 
Colorado 300 93 
New Mexico ‘ . 100 16 
Kansas s el ; ‘ 100 1.20 
Nebraska. ..-.-. ‘ aie : 100 78 
Utah ’ ; 50 $7 
W yoming - 18 18 

Total__-- ae : 668 4.02 


Measured in workload, New York, San Francisco, Baltimore, and 
Boston will be large centers. The Seattle and Denver centers are 
the smallest, with the remaining centers being fairly evenly balanced 
with medium workloads. 

All of the locations for centers are sites of present regional offices 
and centers. In view of the proposed establishment of other program 
centers discussed in other volumes, office space and competent per- 
sonnel should be available at these locations. 

Each of the proposed center locations is at a financial center where 
contacts with banks and loan-mortgage associations are facilitated. 
In fact, eight centers are in Federal “Reserve Bank cities and the rest 
are in Federal Reserve branch cities. 

This consolidation of loan-guaranty activities into 12 centers will 
enable Veterans Administration to reduce administrative costs sub- 
stantially, with other savings resulting from more effective use of 
personnel in the larger offices. It is conservatively estimated that 
reductions in administrative costs, after adjustment for a 50 percent 
increase in travel expenditures, will approximate $4,000,000 annually 


2, LOAN GUARANTY CENTER ORGANIZATION 

Recommendations in other volumes of this report establish similar 
administrative centers for other program operations. In addition to 
Loan Guaranty Centers it is proposed to locate Vocational Rehabilita- 
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tion and Education Centers in the physical facilities of present regional 
offices in the locations selected. Administration of veterans’ service 
activities will also be centralized in these offices, which will thereby 
become Veterans Service Centers. 

In the interest of administrative economy it is proposed in volume 
IV that, where administrative centers are physically located together, 
the Veterans Service Center provide administrative and residency 
services to other occupants of the same building, in this case the Loan 
Guaranty Center. 

Under this arrangement the Veterans Service Center will ewe 
the following administrative services: (1) Procure personnel as re- 
quired; (2) classify positions up to Division Chief; (3) eauandaad 
suits able individuals for transfer from other organization units of the 

agency; (4) maintain basic personnel records; (5) maintain general 
ledger, ‘allotment accounts, and eash records: (6) provide historical 
finance information for budget purposes; (7) prepare payrolls, ar- 
range for payroll payments, and maintain individual leave, retire 
ment, and earnings records; (8) audit vouchers and arrange for pay- 
ment of gratuities and purchases of property and services necessary 
to loan-guaranty operations as required; (9) prepare financial state- 
ments of fiscal condition of accounts; (10) provide tabulating service. 

In addition to these administrative services, the Veterans Service 
Center will provide the following residency services at all of its 
offices: (1) Incoming and outgoing mail distribution; (2) transporta- 
tion arrangements and processing of travel vouchers: (3) telephone 
and teletype operations: (4) purchase and storage of supplies: (5) 
fire protection; (6) space allocation; (7) maintenance of property; 

(8) messenger, janitor, and guard service: (9) first-aid assistance: 
(10) hiring for clerical positions; (11) receipt and handling of cash 
by agent cashier. 

As will be pointed out later, it is contemplated that there will be 
a few loan guaranty employees located outside the centers at regional 
and VA offices which are maintained by the veterans service centers 

pr ine ipally for the purpose of providing person: al contact services to 
veterans. The loan guaranty personnel located at these offices will be 
provided by the Veterans Service Department with the residency serv- 
ices previously enumerated. The administrative services required 
by these employees will be provided through the loan guaranty or- 
ganization at the center. 

A typical plan of organization for a loan guaranty center is shown 
as exhibit VI. Exhibits VI-1 and VI-2, following this exhibit, detail 
the responsibilities common to division and section chiefs, respectively, 
under this plan of organization. 


Exutsir VI-1. 


VETERANS ADMINISTRATION LOAN GUARANTY PROGRAM—PrROPOSED PLAN OF 
ORGANIZATION LOAN GUARANTY CENTER, APRIL 1952 


RESPONSIBILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply ,and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

3. Select immediate subordinates and approve selection of their immediate 
subordinates. 


4. Direct the operation of assigned functions. 
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Exuisit VI 


VETERANS ADMINISTRATION 





LOAN GUARANTY LOAN GUARANTY PROGRAM 
OPERATIONS 
MANAGER Proposed Plan of-Organization 
LOAN GUARANTY CENTER 
April 1952 
LOAN GUARANTY 
CENTER 
MANAGER 
CONSTRUCTION AN LOAN AND PROPERTY ADMINISTRATIVE 
LOAN DIVISION VALUATION oem MANAGEMENT DIVISION L.ES0i, DIVEION CONTROL DIVISION 
CHIEF CHIEF CHIEF ouer CHIEF 
CENTER SECTION LOAN SERVICE AND CONTROL AND 
EXAMINING SECTION APPRAISAL CLAIMS SECTION RECORDS SECTION 
CHIEF CHIEF CHIEF CHLEF 


DIRECT LOAN can FrICES PROPERTY ACCOUNTING 
SECTION ee ’ MANAGEMENT SECTION SECTION 
RAIS 
CHIEF ne CHIEF CHIEF 


LOAN AND PROPERTY 
MANAGEMENT OF FICES 
OFFICER IN CHARGE 


5. Maintain good relations with employees under his supervision. 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

7. Request, through the Loan Guaranty Center manager, counsel and advice 
from those responsible for corresponding functions as central office. 

8. Keep the Loan Guaranty Center manager informed concerning current 
operations, results, and future plants through established reports and personal 
meetings. 


Exursir VI-2 


VETERANS ADMINISTRATION LOAN GUARANTY PROGRAM—PROPOSED PLAN OF 
ORGANIZATION LOAN GUARANTY CENTER, APRIL 1952 


RESPONSIBILITIES COMMON TO SECTION CHIEFS 


1. Assist division chief in the development of personnel and budget require- 
ments, programs, plans, procedures, and organization for assigned functions. 

2. Select immediate subordinates and approve selection of their immediate 
subordinates. 

3. Direct the operation of assigned functions. 

4. Maintain good relations with employees under his supervision. 

5. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures, 

6. Keep the division chief informed concerning current operations, results, 
and future plants through established reports and personal meetings. 


The proposed plan of organization for the Loan Guaranty De- 
partment provides for a manager of each center reporting directly 
to the operations manager in central office. This center manager is 
responsible for the effective and efficient operation of the loan guar- 
anty program in his territory, subject only to the policies and broad 
procedures established by central office. 


(1) Establish loan quaranty officer as Loan Guaranty Center manager 
As chief executive of the Loan Guaranty Center, the manager 
should continue to handle personally most of the public-relations 
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aspects of the program and should act in all ways possible to main- 
tain sound relations with those groups of the public interested and 
influential in the success of the program. In his public-relations 
dealings, he should make effective use of the skills provided by the 
assistant for public information who reports to the manager of the 
Veterans Service Center. This individual is a specialist in public 
relations and can be helpful to him in many ways in the promotion 
of good public relations for the benefit of the program. 

The manager should be fully responsible for administration of 
both technical operations of the program and the staff services re- 
quired, including personnel administration, budget, accounting, and 
legal functions. In those cases where such staff functions are pro- 
vided by the Veterans Service Center, it is his responsibility to see 
that his organization obtains adequate service in these respects. 

As manager of the Loan Guaranty Center, he should curtail his 
technical duties and devote the major portion of his time to admin- 
istrative matters and management coordination and control. He 
should delegate to his division chiefs authority to make decisions 
subject to his review. He should continue to make final decisions in 
difficult cases referred to him by subordinates and should counsel 
and advise them in such matters. However, he should no longer decide 
all direct loan cases, approve all salvage pureh: ‘ses, and participate 
in all decisions determined presently “by the three loan guaranty 
committees. He should keep abreast of center activities through re- 
ports of performance and through frequent and regular meetings 
with his division chiefs for discussion of operating progress and 
problems, and plans for the future. 


(2) Consolidate Examining Section, direct loan agent and paraplegic 
housing functions into a Loan Division 

At the present time the functions of determining veteran eligibility 
and entitlement and the approval of loan arrangements are per formed 
in three places in the organization. The Examining Section performs 
these functions for home, business, and farm guaranteed loans, the 
direct loan agent and the loan guaranty officer for direct home loans 
and the assistant loan guaranty officer, after approval by central office. 
for paraplegic housing. 

Thus no one individual in the organization is fully responsible to the 
chief executive for the establishment of sound loans for all programs 
under jurisdiction of the Department. 

It. is recommended therefore that a Loan Division be established 
which would include the Examining Section, the direct loan agent, and 
the paraplegic housing grant program activities. The Division should 
be directed and controlled by a chief who should be responsible directly 
to the Loan Guaranty Center manager for the effective establishment 
of all guaranties and insurance of loans, direct home loans, and para- 
plegic grants. He should be responsible for final approval of these 
loans and grants, subject to review of the manager. He should 
personally serve as liaison with the veteran on paraplegic grants unless 
the volume of work in this respect requires that he appoint an indi- 
vidual under his direction to handle the program. 

To assist him in carrying out these responsibilities he should have 
reporting to him two sections: an Examining Section and a Direct 
Home Loan Section. 
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The Examining Section should have basic responsibility for process- 
ing and recommending action on guaranty and insurance of loans for 
homes, farms, and businesses. It should maintain its current relations 
with veterans and lenders on matters relating to the regulations and 
polici les regarding these types of loans. 

The Direct Home Loan Section should continue the present activities 
of the direct loan agent including recommending action on loans, 
arranging for loan closers, and computing the details of veterans’ 
payments. 


Retain Appraisal Section as the Construction and Valuation 
Division 

The Construction and Valuation Division should be headed by a 
chief reporting directly to the Loan Guaranty Center manager. He 
should continue to be responsible for obtaining appraisal of property, 
for making compliance inspections, and for determining the value of 
property. In addition, he should be responsible for supplying plans 
and supervising construction and should provide advice on the selec- 
tion of builders for the paraplegic housing program. 

Under the proposed plan of consolidating offices, he should have 
reporting to him, to perform the necessary functions of the divisional 
responsibility, a Center Appraisal Section and appraisal offices in the 
territory. 

The Center Appraisal Section should continue to examine appraisal 
reports, establish value of property, issue certificates of reasonable 
value, and supervise fee appraisers in the immediate vicinity of the 
center. It should make detailed cost analyses on new construction 
and maintain the cost index for the entire territory under center 
jurisdiction. 

The appraisal offices should be located at present regional offices 
other than those becoming veterans service centers. These oflices 
should be manned by suflicient appraisal personnel to examine ap- 
praisal reports, issue value certificates, inspect properties, and super- 
vise fee appraisers in the area under their jurisdiction. 


(4) ( ‘onsolidate Loan Nervice and Claims and Prope rty Manage- 
ment Sections Into a Loan and Prope rty Manage ment Division 
The organization arrangement of the Loan Service and Claims 
Section and the Property Management Section at the present time 
presents problems in coordination. Both Sections are involved in 
action to protect the Government’s interest in mortgage and property 
affairs. However, the action of one Section may adversely affect the 
activities of the other. For example. upon default of a loan, the Loan 
Service and Claims Section may pay the lender’s claim outright or it 
may establish an upset price for which the agency is willing to take 
title to the property. If the lender chooses to sell the property, the 
Property Management Section takes over and attempts to dispose of it. 
To avoid paying an outright claim it is possible for the Loan Service 
and Claims Section to establish an upset price high enough so that 
lenders would sell all property to the agency. This property would 
then be priced at a coal which the Property Management Section 
would find exceedingly difficult to sell without losing more money 
on the deal. 
This interrelationship is so close that constant review of decisions 
and coordination of action is necessary to obtain a reasonably sound 
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balance between the two. This is atempted by the loan guaranty offi- 
cer through operation of the policy and property committees. While 
this method has been successful, it has to a great degree removed from 
the section chiefs the sense of responsibility for their actions. As a 
result, the entire responsibility rests with the loan guaranty officer 
with no effective delegation to responsible executives. 

Therefore, the Loan Service and Claims Section and the Property 
Management Section should be consolidated into a Loan and Property 
Management Division. This Division should be headed by a C hief 
reporting directly to the Loan Guaranty Center manager. Subject 
to review by the manager, he should be responsible for establishing 
upset pricés and making other decisions concerned with liquidation 
of property security, setting sales prices of agency-owned property, 
selecting purchasers and approving the terms of the sale. He should 
be responsible for the success of operations concerned with protecting 
the interests of the Government in mortgage and property affairs. 

To assist him in carrying out these functions, he should have report- 
ing to him loan and property management offices in the territory and 
two sections at the center: Loan Service and Claims Section and Prop- 
erty Management Section. 

The Loan Service and Claims Section should continue to service 
loans in the immediate vicinity of the center. It should examine and 
process claims, determine indebtedness of veterans, authorize fore- 
closure and authorize expenditures for property liquidation and other 
payments incident to loan and property management for the entire 
territory. 

The Property Management Section should continue to inspect prop 
erty, recommend selling prices or rental rates, and conduct negotia- 
tions for the sale of property in the immediate vicinity of the center. 
It should select and control brokers for the management and sale of 
property for the entire territory. 

The loan and property management offices should be located at pres- 
ent regional offices other than those becoming veterans service centers. 
These offices should be manned by sufficient property management, 
and loan service and claims personnel to service loans, review and 
recommend action on claims, recommend expenditures in connection 
with loan and property management activities, inspect property, 

recommend selling prices and rental rates, conduct negotiations for 
the disposal of property and supervise real estate brokers in their 
work for the agency in the area under the jurisdiction of the office. 

At each of these offices an experienced employee should be desig 
nated as officer in charge of all loan guaranty employees at the office 
to coordinate their work and to serve as liaison on residency services 
received from Veterans Service Department at the office location. 


(5) Transfer loan quaranty attorneys from chief attorney as Leqal 
Division of E On Guaranty Ce nite r 


Under the present plan of organization, loan guaranty attorneys 
are part of the chief attorney’s organization at regional offices. They 
counsel with the loan guaranty officer on all matters relating to law, 
regulations, and other legal aspects of the loan guaranty program. 
They review legal documents and other papers concerned with the 
program and when necessary meet with legal representatives of banks 
and other lending institutions and with veterans for the purpose 
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of settling legal disputes. They write legal opinions with regard to 
loan guaranty administrative actions and recommend attorneys to be 
used on a fee basis to carry out legal action for the program. Criminal 
prosecution and civil litigation concerning loan guaranty in State 
courts are handled by these attorneys. 

Thus it is seen that these legal specialists and loan guaranty opera- 
tions in the field are inseparable in the successful performance of 
operations. In fact, where loan guaranty activities are located at a 
different site from the regional office, the loan guaranty attorneys are 
located with the loan guaranty activities rather than at the same 
place as the chief attorney to whom they report. 

In order to preserve and strengthen the relationship of the legal 
function to loan guaranty administration and to provide the center 
manager with a major staff service required in his work, it is recom- 
mended that the loan guaranty attorneys be transferred from the 
chief attorney to the Loan Guaranty Center as a Legal Division. This 
division should be headed by a chief reporting directly to the center 
manager. He should receive functional and professional guidance 
from the chief attorney of the Legal Service in the central office of 
the Department. The Chief should have a staff of loan guaranty 
attorneys sufficient to continue to carry out the present services being 
provided to the program in the field. 

It may be that in some sections of the center territory that have a 
substantial operating load, such as Los Angeles, which will be part of 
the San Francisco center, it will be desirable to station one or more 
attorneys at that location. In such cases their reporting relationship 
should be to the Chief of the Legal Division at the center. 


(6) Establish an Administrative Control Division 


The Administrative Control Division should comprise the present 
Control and Records Section and the Accounting Section with slightly 
increased responsibilities. ‘The Division should have a Chief, report- 
ing directly to the center manager, responsible for accounting, reports, 
budgets, personnel, administrative controls, and general office man- 
agement of the center. 

a Chief of this Division should coordinate the preparation of cen- 

r budgets; control and process expense vouchers; process personnel 

uC staan: arrange for shifting of clerical personnel between divisions to 

meet penn workloads; supervise the center accounting work, filing, 

docket control, and report preparation; and maintain liaison with 

Veter as Service Center to assure adequate administrative and resi- 
dency services supplied by this department. 

He should have two sections reporting to him, Control and Records 
Section and Accounting Section. 

The Control and Records Section should continue its present activ!- 
ties concerned with files, mail, control registers, coding of data for 
punch-card use, and statistical report preparation. In addition, it 
should maintain adequate supplies, requisition needed equipment for 
the center as required, and carry out the Department’s records man- 
agement program. 

The Accounting Section should continue to maintain individual ac- 
counts subsidiary to the general control accounts and, in addition, 
should process all authorized vouchers for certification and payment, 
transmit as required financial statements of the center's fiscal condi- 
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tion, arrange for collection of veteran indebtedness, and assist in the 
preparation of budgets for center operation. 


(7) Eliminate assistant loan quaranty officers and assistant section 
chiefs 

The present duties of assistant loan guaranty officers include ad- 
ministering the paraplegic housing program, ctoordinating the seven 
organization sections, performing general office management func- 
tions, and substituting for the loan guaranty officer in his absence. 

Under the proposed plan of organization these duties have been 
placed in the operating divisions. Administration of the paraplegic 
housing program is assigned to the Loan Division. The reduction in 
number of the organization units and in coordinating needs will re- 
quire less effort so that the manager can handle internal coordination. 
The performance of general-office management functions is delegated 
to the Administrative Control Division. 

The reduction in the technical duties of the manager will permit 
him to designate one of the division chiefs to act for him in his absence 
without having a full-time assistant. 

Therefore, assistant loan guaranty officers should be eliminated in 
all centers with the possible exception of the four largest centers, 
New York, San Francisco, Baltimore, and Boston, where the size of 
the workload may require assistant managers. They should be ap- 
pointed only after it is evident that the manager needs full-time 
assistance. If this is the case, the assistant manager should take 
over from the Chief of the Administrative Control Division respon- 
sibility for personnel administration and liaison with the Veterans 
Service Center on services provided. 

In most cases assistant section chiefs are working supervisors who 
either assume responsibilities that are properly those of unit chiefs 
or duplicate the administrative efforts of the section chief. By estab- 
lishment of division chief positions and simplification of the inter- 
relationships of the several sections, assistants at neither the division 
nor the section level should be necessary. 


(8) Discontinue the policy, review, and prope rty committees 

There is probably no management method in use by business and 
Government today that is more misused and ineffectively used than 
committees. They are no substitute for experienced executive talent 
nor for a sound structure of organization. Committees are prone to 
slow down action, waste time, stifle individual initiative, produce 
compromises rather than clear-cut decisions and lessen the sense of 
‘ndividual responsibility. Committees are most effective when used 
to bring together the valued judgment of a group of executives on 
broad administrative matters concerning which final decisions affect 
all segments of the organization. 

The policy, review, and property committees are used to obtain 
decisions on regularly recurring operating matters and to assist the 
loan guaranty officer in the coordination of various related activities. 
In these respects the committees are used in an attempt to offset 
basic defects in the organization structure. 

The proposed plan of organization corrects these defects through 
the consolidation of loan service and claims with property manage- 
ment under a Chief of the Loan and Property Management Division 
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who is charged with the responsibility for decisions now made by 
these three committees. In this manner operating responsibility is 
placed squarely upon one individual who can be held accountable for 
results. 

Consequently, under the proposed plan of organization there will 
be no need for these committees and they should be discontinued. 


BENEFITS OF PROPOSED PLAN OF ORGANIZATION 


Adoption of the proposed plan of organization will provide the 
Veterans Administration with an opportunity to realize several man- 
agement and monetary benefits. 


{ 1) Tm portance ot loan guaranty we vil WY Ve lec te d by its organiz zation 
position 

The proposed plan of organization places the loan guaranty pro- 
gram at the same level of organization as the other major programs 
under Veterans Administration jurisdiction, reflecting its relative 
import ince to the accomplishment of agency objectives. 

This should provide an opportunity to reestablish position classi- 
fications more in line with the requirements of the work and with 
like positions in other Federal agencies. This will make it more pos- 
sible to attract able and experienced executives as needed and to 
reduce the loss of present personnel to higher salaried positions. 

(2) Program administration will be facilitate d 

Administration of the loan-guaranty program, including the plan- 
ning, direction, coordination, and control of operations, will be made 
easier and more effective asa result of— 

1. Consolidation of responsibility for all loan-guaranty operations 
with the Assistant Administrator for Loan Guaranty. 

Concentration of operating functions in the loan-guaranty 
center's. 

3. Integration of supporting staff services with loan-guaranty 
operations. 

t, Consolidation of loan-guaranty operations and administration in 
12 loan-guaranty centers, 

5. Bringing together of interrelated functions under single 
direction. 

6. Clarification of operating and staff responsibilities. 

(2) O) pe rating costs will be peduced substantially 

The cost of operating the loan-guaranty program will be reduced 
substantially, in total approximately $4,500,000 annually, as a result 
of— 

|. Concentration of program administration in the loan-guaranty 
centers. 

2. Reduction in number of locations of loan-guaranty operations 
to 12. 

3. Elimination of Readjustment Account Control! Division for con- 
trolling entitlement certification. 

Further advantages in operating methods and procedures should 
be possible through the integrated plan of organization proposed. 
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LV. Operatinc RECOMMENDATIONS 


The manner in which operations should be conducted under the 
proposed plan of organization, and specific recommendations for im- 
provement in operations not related to the change in organization 
structure, are discussed in this chapter of the report. 

Loan-guaranty operations may be grouped by type of activity as 
follows: 

(1) Examination of documents to see that all data included are 
in compliance with the laws and regulations governing the program. 

(2) Evaluation on a business basis of loans, property, and real- 
estate conditions where alternate actions are possible, to protect Gov- 
ernment funds and assets. 

(3) Conduct of legal actions concerned with mortgage and real- 
estate transactions. 

(4) Maintenance of loan and property accounting records and 
transactions. 

(5) Conduct of routine clerical activities. 

In all types of activities, the loan-guaranty program is conducted 
in a businesslike manner by men with considerable experience in 
banking, loan mortgage, and real-estate operations omnptitg either in 
private business or in other Federal agencies eng: sien 1 similar or 
alhed fields. The program is char: acterized as a Coates arrange- 
ment between the Government and the veteran rather than as a 
gratuity. This characteristic of sound business management is re- 
flected in the attitude of the key executives throughout the operations. 

The following recommendations therefore are designed to improve 
activities currently conducted rather than to provide for omissions 

of functions essential to effective operations. 


1. ELIMINATE MAINTENANCE OF DUPLICATE RECORDS 


Individual accounts for the entire program are maintained in cer- 
tral office for vendee loans, acquired loans, veterans’ indebtedness, and 
property held pending disposal. These accounts require periodic 
posting and adjustme nt to record transactions made in the field and 
periodic reconciliation with memorandum accounts maintained at field 
stations which substantially duplicate these accounts in central office. 

The maintenance of these accounts at central office should be dis 
continued. They should be decentralized to the 12 centers and maini- 
tained as subsidiary accounts of the general ledger. This will elim:- 
nate the daily transmittal of transactions and of collection information 
and will obviate the necessity for reconciliation of accounts to handle 
items in transit at month end. 

Maintenance of complete accounts at the center will provide the 
center manager with readily available information enabling him to 
appraise and control performance at the local level. 

Monthly reports should be prepared from these accounts to supply 
central office with information as to the condition of the accounts, the 
increases and decreases in holdings and the net losses or gains result- 
ing from property transactions. These reports will provide central 
office with a means of appraising field performance from a financial 
| oint of view. 
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2. ESTABLISH PROPERTY ACCOUNTS TO REFLECT PROFIT AND LOSS RESULTING 
FROM MANAGEMENT OF PROPERTIES 


When property is acquired by the agency, an account should be 
established which shows the amount paid for it, any subsequent cosis 
involved in its acquisition, costs of repairs, taxes, and other manage- 
ment costs, and the final sales price. On rental property, the income 
received should be credited to the property account. Upon disposal of 
the property, the net profit or loss should be computed for each account 
and a report made to central office showing the net results in total for 
the center. 

The center manager, by use of this information together with data 
on claims paid, will be able to determine the net result of his Loans 
and Property Management Division operation. He also will be sup- 
plied with current property trends permitting him to shape subsequent 
operations to keep to a minimum losses suffered by the Government 
from the loan-guaranty program. 


3. REVISE METHOD OF CONTROLLING ENTITLEMENT 


In accordance with the recommendation to eliminate the Readjust- 
ment Account Control Division, less costly controls of veteran entitle- 
ment to loan guaranty benefits should be established. 

At the present time the original discharge papers of each veteran 
who has secured a guaranteed or insured loan are stamped to show 
either that he has used his entire entitlement or that a certificate of 
eligibility has been issued. On the reverse side of this certificate, 
which is maintained at the regional office, are shown the amount of 
entitlement used and the balance, if any, still available. 

Also maintained at this office is a card index of all loans made to 
veterans under jurisdiction of that office from which the total of each 
veteran’s loans can be promptly ascertained. 

These controls can be evaded by veterans who: (1) have used part 
or all of their entitlement and whose discharges were not stamped 
during the first months of the program and who make applications 
in an area other than the original one; (2) have more than one dis- 
charge by reason of reenlistment; (3) have subsequently recovered 
their original discharge papers after having used a certificate in lieu 

lost or destroyed discharges for an original loan; or (4) have 
fraudulently obtained such a certificate. 

To cover the first situation presented on the previous page, it is 
recommended that each field station review its early loans, secure 
those discharges not originally stamped and properly process them by 
stamping and issuing a ‘certificate of eligibility. 

To overcome the second and third possibilities of evasion of the 
entitlement provisions of the law, it is recommended that punch cards 
be prepared from the Readjustment Account Control Division records 
showing veteran’s name, address, serial number, branch of service, 
and amount of entitlement used. These cards should be filed in centra] 
office. Each center should prepare similar punch cards for each subse 
quent loan. Annually, these center cards should be sent to central 
office where they should be compared mechanically with the maste1 
deck of cards cont: rey: past data. All cards indicating duplication 
of entitlement should be analyzed and auction taken to change thi 
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master card to bring total entitlement up to date, to prosecute the 
veteran, or to correct the card, where no duplication exists. Upon 
completion of the analysis the center cards should be made a part of 
the master deck in central office for subsequent comparison the 
following year. 

Of course, under any system of control, there still remains the pos- 
sibility of use of another name, forged discharge papers or reenlist- 
ment discharge papers. These cases are not disclosed by present prac- 
tices and undoubtedly occur too infrequently to warrant further 
consideration. 


t. STRENGTHEN SUPERVISION OF THE APPRAISERS AND OF FEE BROKERS 


Property appraisal reports play an important part in the conduct of 
the loan-guaranty program since they are used as the basis for judg 
ment in approving loans, in setting upset prices and in establishing 
asking prices for sales of property. 

Most of these appraisals are made by private appraisers on a fee 
basis. Supervision of these appraisers is accomplished by personal 
visits of agency personnel to review actual prope rties apprats sed, to 
discuss new and revised regulations, and to counsel appraisers in the 
maintenance of Veterans Administration standards. Supervisory 
practices in the field vary considerably. Frequency of personal visits 
with the fee appraisers varies from once a year to six times annually. 
Loan-guaranty executives in the field were of the opinion that once 
a year was wholly inadequate to assure sound and uniform appraisals. 

A similar situation exists regarding fee brokers who manage and 
sell agency-owned property. The amount of time spent in supervising 
brokers was considered to be less than necessar y to obtain good prop- 
erty management. 

Therefore, it is recommended that the Construction and Valuation 
Divisions and the Loan and Property Management Divisions be staffed 
to permit a minimum of 10 percent of the appraisals to be checked 
and, where practical, all defaulted properties to be appraised by loan- 
guaranty employees prior to establishment of upset prices. Confer- 
ences with fee appraisers should be held at least quarterly, and more 
frequent personal contacts should be maintained with fee brokers de- 


pending upon the volume of property handled in the area under center 
jurisdiction. 


5. DELEGATE INCREASED OPERATING RESPONSIBILITY TOO LOAN-GU 
CENTERS 


ARAN TY 


Under the present plan of organization which divides operating 
responsibility for the loan-guaranty program between central office 
and 67 regional offices, final approval for certain activities has been 
retained by central office in order to maintain control pr ior to action. 
These include the setting of oe sales prices, the acce ptance of 
sales offers on property “owned | vy the agency, and the approval of 
suspension of lenders resulting from inadequate servicing of loans. 
In addition, it is the pr: actice of central office to review “all denied 
claims in the field to ascertain the correctness of such action. It is 
readily understandable under the present divided operating responsi- 
bility that such close control of these important decisions is maintained 
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at central office. However, under the proposed plan of organization 
which unifies responsibility for operations directly in the Loan Guar- 
anty Department, increased operating responsibility should be dele- 
gated to center management. 

Complete responsibility for setting of selling prices, acceptance of 
sales offers, denial of claims, and suspension of lenders should be dele- 
gated to the long-guaranty centers in the field. The stature and ex- 
perience of the 12 center managers should be such that this delega- 
tion of responsibility can be made with assurance that mature and 
sound judgment will be applied. 

Sales of agency-owned property and other similar actions should 
be reviewed by the Field Service Division representatives at the time 
of their annual audit. This will provide a means of appraising the 
judgment of those to whom such responsibility has been delegated. 

The Loan and Property Management Service in central office should 
act as an appeals board to review, upon appeal by a lender, the action 
by the centers in denial of claims and suspension of lenders. 

Delegation of this responsibility to the field will remove from cen- 
tral office a daily operating function. It will accelerate the closing 
of property sales and will place full responsibility for major operating 
decisions in the field where the facts of local conditions and trends 
are more intimately known. It will enable the Assistant Administra- 
tor to hold center managers strictly accountable for complete opera- 
tions. At the same time central-office control of these activities will 
be retained through post-audit, and the interests of the lenders will 
be protected through the appeal mechanism. 

The installation of the recommendations contained in this and the 
preceding chapter is discussed in the next and final chapter of this 
volume. 

V. ScHepuLe or INSTALLATION 


Full realization of the potential benefits available to Veterans Ad- 
ministration from the program proposed for the Loan Guaranty De- 
partment is dependent upon the prompt adoption and installation of 
the recommendations of the two previous chapters. 

To be entirely effective, the installation program for the Loan 
Guaranty Department should be synchronized and coordinated with 
the basic schedule of installation for the entire agency. Similar to 
this schedule, the installation program for the Loan Guaranty De- 
partment should be planned in five phases as follows: 

Phase 1, preliminary preparation—This phase should include 
review and <liscussion of the report with key executives in the Loan 
Guaranty Department, selection and indoctrination of the depart- 
mental installation officer and determination of recommendations to 
be included in the program for installation. 

Phase [1 installation planning. —During this phase of the installa- 
tion, new or modified positions should be cl: assified : wee tions of execu- 
tives to staff the new organization made; space, facilities and per- 
sonnel requirements determined; and new and revised methods and 
procedures developed as required. 

Phase III, central office reorganization.—Changes in central-office 
organization and operations planned in phase IT should be effectuated 
during this phase. ‘This should include elimination of the Readjust- 
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ment Account Control Division and establishment of the new con- 
trol procedure. 

Phase IV, field office reorganization—This phase should involve 
the establishment of at least one loan-guaranty center as a pilot model 
to establish a pattern for later consolidation of operations into other 
centers. It should include test applications of new procedures and 
methods of operation. 

Phase V, operational follow-up—During this phase a complete 
review of the installation should be made to assure completeness, to 
develop any changes or modifications which experience indicates are 
advisable, . and to lay out a schedule for installation of the complete 
field organization in the ensuing months. 

The program of installation for the Loan Guaranty Department 
is detailed in the following paragraphs. 


1. PRELIMINARY PREPARATION 


The Assistant Administrator of the Loan Guaranty Department 
should be assigned responsibility for directing, coordinating, and con- 
trolling the installation of recommendations within the Department 
in accordance with the over-all installation schedule for Veterans 
Administration. 

In turn, the Assistant Administrator should select and appoint an 
installation officer for the Department to spearhead the installation 
and to maintain liaison with the installation coordinator on the 
Administrator’s staff. The duties of the installation officer with 
regard to the internal installation within the Loan Guaranty Depart- 
ment should be similar to those which the installation coordinator has 
for the entire installation. They would include (1) preparation of 
presentation m: Ae: ials; (2) arrangement for presentation and educa- 
tional meetings; (3) preparation of announcements and their release 
ares to se ella (4) classification of new and revised positions ; 

5) revision of organization charts and manuals: (6) revision of major 
ns edures and preparation for publication; (7) preparation of plans 
for physical relocation: (8) arrangement, scheduling, and contol of 
physical relocations; (9) development of a progress-and-contro! 
reporting system: (10) assistance of key executives with changes: 
(11) review of accomplishment and schedule of future moves. 

After the installation officer has been appointed and thoroughly 
indoctrinated in the contents of the report, meetings should be held 
with key loan-guaranty executives at central office and in the field 
to present the proposed organization and operational changes. Con- 
currently with these meetings, decisions should be made concerning 
the specific recommendations to be included in the installation 
schedule. 

2, INSTALLATION PLANNING 


The detailed steps to be taken in phase II in planning for the instal- 
lation are presented below. 

(1) Select and organize the activities of the assistant for personnel 
so that he may assist in the revision of position descriptions and 
classifications required by the installation. 
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(2) Revise position descriptions of all key jobs in the Loan Guar- 
Po Department as required by the organization changes, and classify 
them according to Civil Service Commission regulations. 

(3) Select and appoint individuals to each key position. The abili- 
ties and personal characteristics of the present incumbents of key 
positions should be reviewed carefully to determine their capacity to 
fulfill added or revised responsibilities and their adaptability to the 
new management philosophy of operation under decentralized 
administration. 

(4) Prepare revised organization charts and manual pages. 

(5) Appoint chief of the Methods and Standards Division so that 
he may begin planning the procedural changes required under the 
revised structure. 

(6) Develop revisions of procedures where this is necessary. 

(7) Establish new stafling patterns and estimated number of per- 
sonnel required to carry out the operations at both central office and 
field centers. 

(8) Determine, obtain, and prepare lay-outs for physical facilities 
required to implement the recommendations. 

(9) Determine budgeted funds required to implement the recom- 
mendations. 

(10) Prepare a detailed schedule of actual moves to place the 
proposed plan in effect. 

(11) Hold a series of discussion meetings with both central-office 
and field-station executives to assure complete understanding of the 
schedule of installation of the manner of operating under the new 
plan. 

(12) Place responsibility with each executive to effect the installa- 
tion of organization and operational moves within his own organ- 
ization unit in accordance with the master plan of the department 
installation officer. 

Before phase III is begun, the plans should be reviewed for com- 
pleteness, and consistency, and to see that all responsible individuals 
are ready for the change-over. 


3. CENTRAL-OFFICE REORGANIZATION 


Once the planning for the Loan Guaranty Department installation 
program has been completed, steps should be taken to place the pro- 
gram into operation. The major actions required are as follows: 


(1) Announce internal-organization changes including individual 
appointments 


(2) Organize Budget and Finance Service 

Establish ledgers for control accounts of all loan-guaranty costs 
and maintain them on a memo basis for 2 months, reconciling them 
with official finance accounts. At the end of this interim period, 


transfer full responsibility to this service and discontinue consolida- 
tion of reports in Finance. 


(3) Establish Legal Nervice 
Transfer loan-guaranty attorneys from the Solicitor in central 


office and loan-guaranty attorneys from the chief attorneys in the 
field to the Loan Guaranty Department. 
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(4) Staff the Field Service Division 

Select and appoint top-caliber loan-guaranty personnel to the Field 
Service Division. Formulate a program of quality-control type of 
field audit, and begin action with selected field stations. 

(5) Eliminate Readjustment Account Control Division 

This move requires a number of steps before completion. 

1. Begin processing unstamped discharge papers at each regional 
office. 

2. Establish future cut-off date for discontinuance of present 
procedure. . 

3. Prepare punch cards for all present accounts and transfer them 
to central office. 

4. Begin preparation of punch cards in the field at cut-off date. 

5. Eliminate the division. 

At this point, the essential key personnel and staff in central office 
are in a position to assist in the further development of the installation 
in the field. 

{. FIELD-OFFICE REORGANIZATION 


It is proposed that reorganization of the field be accomplished by 
establishing one center and having it fully operative under the new 
plan before complete establishment of all field centers is undertaken. 
The operations manager should be charged with basic responsibility 
for installing the pilot center. This phase will require the following 
steps for this center: 

(1l') Select the location and manager of the center. 

(2) Plan personnel requirements, and select key center executives. 

(3) Plan, obtain, and prepare necessary space and equipment. 

(4) Hold discussion meetings with center executives to assure com- 
plete understanding of proposed organization and of working rela- 
tionships with central office and with the Veterans Service Center. 

(5) Determine need for and staffing of loan-guaranty offices at 
regional offices under center jurisdiction. 

(6) Revise procedures and educate center executives in their use. 

(7) Establish the Loan Division and consolidate the activities at 
the center. 

(8) Establish the Administrative Control Division and consolidate 
the activities at the center. 

(9) Establish the Construction and Valuation Division and con- 
solidate the activities at the center. 

(10) Establish the Loan and Property Management Division and 
consolidate its activities at the center. 

(11) Establish the Legal Division and consolidate its activities at 
the center. 

(12) Decentralize individual accounts for vendee and acquired 
loans, veterans’ indebtedness, and property. 

(13) Decentralize authority for claims denials, lender supervision, 
setting of sales prices and acceptance of sales offers. 

(14) Embark on program of increased supervision of fee appraisers 
and fee brokers. 

(15) Implement revised control reports of financial results of cen- 
ter operations. 
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Upon completion of installation of the initial center and after it is 
operating properly, the other loan-guaranty centers should be or- 
ganized and established as rapidly as space and facilities can be 
obtained. 


5. OPERATIONAL FOLLOW-UP 


After the recommendations have been placed in effect, the complete 
installation should be reviewed to determine the progress achieved 
toward the planned objectives. 

Programs for future implementation of recommendations should 
be planned and coordinated with other program areas, if necessary, 
through the installation coordinator on the Administrator’s staff. 

The business aspects of the loan-guaranty program lend importance 
to the establishment of an integrated departmental operation recom- 
mended in this volume. Of the five major programs of Veterans Ad- 
ministration, loan guaranty has the least interrelationship with the 
others. The administrative benefits derived from the recommended 

organization plan should therefore be substantial. 

Installation of the recommended organization and operating 
changes will not be easy. Many problems involving operating details 
will occur and will require solution. I[t is important to hold to the 
proposed basic philosophy of management in their solution so that the 
program line concept is retained and so that the principle of decen- 
tralized operating responsibility and authority is strengthened. 
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CONSTRUCTION PROGRAM 
FoREWORD 


This volume of the report is devoted to a discussion of the organiza- 
tion and operations of the construction program of the Veterans 
Administration. Recommendations included are designed to preserve 
the strengths and to make improvements in both organization and 
operations. Discussion of the Supply Service, currently a part of 
Construction, Supply, and Real Estate, is contained in volume ITI, 
Staff Services. This report is therefore limited to discussions of the 
construction and real-estate organization and operation. 

The first of the five chapters of this volume describes briefly the 
nature of the work performed, the historical development of the func 
tions in the organization, and the scope of the construction program. 

The present plan of organization is described in chapter I. Recom- 
mendations for revision and improvement are presented in chapter ITI. 

A discussion of the operations and the recommendations for their 
improvement are presented in chi apter IV. The last chapter presents 
a phased plan of installation for imp!ementing the major recommenda- 
tions of the volume in coordination with the agency-wide installation 
program. 

The construction program, unlike the other major programs of the 
agency, is not directly involved in providing benefits to veterans. It is 
concerned instead with the design, construction, and operation of facil 
ities used in the administration of activities which are supplying vet- 
erans With the benefits to which they are entitled by law. These facili 
ties include administrative offices, depots, hospitals, and homes. 

The programs of construction are of two types: they involve new 
hospital construction or alterations and additions to existing hospitals, 
and nonbed construction, such as offices, power plants, and sewage- 
disposal plants, or the alteration and betterment of such structures. 

The program of hospital construction has been characterized by 
almost constant change since 1919 to meet the continuously changing 
needs as the veteran population increased, as the type of veteran ill 
hesses changed, and as medical requirements required modifications 
in design and construction. Consequently, it has been difficult to 
stabilize the design program, which necessarily is a 


long-term pro- 
gram. 


Upon its formation Veterans Administration assumed responsibility 
for oper: ation of 59 hospitals and homes with 38,368 beds. During the 
interim period from 1930 until December 31, 1951, it constructed 70 
hospitals and numerous bed additions with a combined total of 47.727 
beds. As of January 1, 1952, there were 33 additional new hospitals or 
major bed-addition projects authorized but not completed, having a 
bed capacity of 20,848. 
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Exclusive of Supply Service, Construction, Supply, and Real Estate 
have 826 employees and an annual budget for salaries and expenses of 
about $6,000,000. 

Construction operations are technical and embody design activities 
in almost every classification of engineering science. In addition, 
practical knowledge of the use of wood, brick, mortar, and steel is 
required in supervision of actual construction work. 

Responsibility for the programs under direction of the Assistant 
Administrator is currently divided between Real Estate, Construction, 
and Technical Services. As a practical matter, it is difficult to deline- 
ate these functions; consequently, their coordination falls on the 
shoulders of the Assistant Administrator. 

The present design organization is set up on the basis of technical 
specialties, which is necessary to technical administration. Each 
specialty is involved with several different projects at the same time, 
and each project requires considerable technical coordination among 
the specialties. This coordination is supplied mainly through over- 
all administration of the Technical Service. 

Within the Technical Service architectural design of new structures 
is separated from that of additions and betterments to existing build- 
ings. This presents some problems of personnel utilization. Also 
within this Service are functions subordinate to design such as esti- 
mating and specification writing. These are also per formed in nearly 
every section of the Service. To bring together all of the data for any 
one major function with respect to a single project requires a great 
amount of coordinating time and effort. 

The formulation of engineering policies and standards and the plan- 
ning of requirements for needed construction are performed in the 
main by the same organization units which conduct the daily design 
and construction work. This means that these functions frequently 
tuke a secondary place to the pressures of daily schedules. 

The technical operations of Construction are notably satisfactory 
despite the organization problems discussed in prior paragraphs and 
the problems encountered by Veterans Administration 1_ hospital 
construction which have received publicity far beyond their impor- 
tance. 

In reality, these latter problems did not result from the manner in 
which ean and construction were conducted but from internal rela- 
tionships generated primarily by an outmoded plan of top organi- 
zation. 

The recommendations contained in this volume are based on con- 
sideration of the nature and scope of the programs, the present organ- 
ization structure, and methods of operation. They are designed to 
retain the strength found and to revise organization and operations to 
solve the problems recognized. The more important of these recom- 
mendations are summarized below. 


1. ORGANIZATION RECOMMENDATIONS 


(1) Provide for a construction operations manager 

This will provide the Assistant Administrator with a responsible 
executive to hold accountable for all design, construction, and real- 
estate operations and for proper liaison w ith other departments. 
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(2) Establish a Project Management Division 
This division, as an integral part of the operations manager's office 


acts as and for the manager to coordinate and supervise both design 
and construction on a project basis. 


(3) Consolidate architectural, structural, and landscaping design and 
interior decorating in a Building Design Service 
Such consolidation will permit better utilization of personnel and 
reduce coordination of closely allied functions. 


(4) Establish an Engineering Information Service 
This will consolidate in one place all estimating and specification 


writing to take advantage of specialization and to reduce project 
coordination for these activities. 


(5) Establish an Engineering Policy and Standards Service 
(6) Establish a Facility Planning Service 
These two recommendations will separate planning and policy mak- 


ing from daily operations, permitting uninterrupted concentration on 
these activities. 


OPERATING RECOMMENDATIONS 


(1) Continue design of Veterans Administration facilities by the 
Construction Department 


(2) Continue use of standardized functional hospital design 
These two recommendations retain strong and effective activities. 
(2) Continue and expand Supe revision and ins pe ction of construction 
pro, jects 
This retains a sound practice and expands it to include projects 
conducted by outside agencies as well. 


(4) BE stablish a@ 7new proce dure for planning, proce SSING, ACC omplish- 
ing and controlling construction projects 

This procedure outlines the coordination required of the request- 
ing departments and the Construction Department in originating, 
planning, designing and constructing projects. 

The installation of these recommendations, together with their 
corollary proposals presented in detail in this volume, will facilitate 
construction operations. 

A substantial amount of coordinating effort will be eliminated both 
with other departments and within the Construction Department. 
Project management will provide the required coordination at the 
operating level of organization where it is more effective. Project 
management also establishes a definite single point of contact and 
liaison between Construction and the departments requesting its 
services. 

The coordination of the daily operating functions involved in de- 
sign and construction will be facilitated by the consolidation of 
closely related functions under single direction. This will not only 
facilitate operations but will also provide for increased specialization 
of talent and better utilization of manpower. 
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Adequate attention to the important planning and policy functions 
will be made possible by divorcing them from the pressures of daily 
operating schedules. At the same time the flow of work through the 
operations will move without interruption. 

linally, adherence to the suggested procedures should strengthen 
the internal working relationships between Construction and others 
involved in its projects. 


I. NATURE AND Score OF THE PROGRAM 


Construction, Supply, and Real Estate is involved in the administra- 
tion of both real and personal property. In this connection it per- 
forms both staff and operating functions. 

The staff functions consist of planning of programs; formulation 
of policy, and preparation of procedures and standards pertaining 
to safety and fire protection, maintenance, and operation of facilities, 
design and construction of facilities, purchasing of supplies, services 
and equipment, storage and handling of materials, acquisition and 
— ion of property, and other real estate matters concerned with 

ency-owned property. 

“The operating functions include the supervision and execution of 
design; the supervision of construction of agency structures; the pur- 
chase, storage and issuance of supplies and equipment on a centralized 
basis; the ae quistion and disposition of agence y-owned property ; ; and 
the supervision of engineering and supply operations at agency facil- 
ities in the field. 

The Office of Construction, Supply and Real Estate, as an inde- 
pendent major unit of organization, was established in its present 
form in 1946. However, the functions it performs have been in 
existence for approximately 28 years and have passed through several 
major reorganizations. 


1. ORGANIZATION BACKGROUND 


On January 17, 1924, a plan of organization was adopted by the 
Veterans Bureau which established the first Supply Service. In- 
cluded in this Supply Service were the Construction, Pe srsonnel and 

Supply Divisions and the Office of Chief Clerk. The Construction 
Division was assigned responsibility for design and supervision of 
hospital construction. The Supply Division was made responsible 
for the procurement of supplies and equipment required for the opera- 
tion of hospitals. 

No further change in organization occurred until after Veterans 
Administration was established in 1930. In July 1951 both Supply 
and Construction were set up as separate services within the newly 
created Office of Assistant Administrator for Medical and Domiciliary 
Care, Construction and Supplies. 

This reporting relationship continued until 1946, at which time the 
new Office of Assistant Administrator for Construction, Supply and 
Real Estate was established. 
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CONSTRUCTION PROGRAMS 


Previous to World War I no arrangements had been made for the 
medical care and treatment of the majority of veterans. Medical care 
and treatment was available only to those veterans who were members 
of the National Home for Disabled Volunteer Soldiers. For veterans 
uot living in the homes, no medical and hospital treatment was avail- 
able even for veterans with service-connected diseases and injur les. 

On October 6, 1917, Congress appropriated $12,150,000 : ith whi - 
to provide théitieal . surgical, and hospital services to ex-serviceme! 
The Bureau of War Risk Insurance was assigned responsibility for 
providing these services. Since the Bureau did not have the required 
facilities, working arrangements were made with the United States 
Public Health Service to provide the necessary medical care. How- 
ever, the facilities of this service proved to be inadequate and much 
(lissatisfaction was created by the resulting service. 

On March 3, 1919, the Secretary of the Treasury was authorized by 
act of Congress “to provide immediate additional hospital and sani- 
torium facilities for the care of discharged sick and disabled soldiers, 
sailors, marines, and Army and Navy nurses.” At the same time 
Congress appropriated $9,050,000 for the construction of new hospital 
facilities to augment the 49 existing hospitals which provided only 
8.467 beds. 

In March 1921, the Secretary of the Treasury appointed a committee 
of consultants to advise him regarding additional hospital programs. 
This committee made an examination of all hospital projects and 
recommended a program of additional hospital construction. On 
November 1, 1921, there was established a permanent Federal Board 
of Hospitalization to coordinate all Federal hospital activities and to 
pass on sites and plans for hospital buildings. From 1921 to the 
formation of the Veterans Administration in 1930, construction and 
facility acquisitions brought the totals up to 48 hospitals with 24,688 
beds and 11 homes with 13,680 beds. 

Just prior to World War II, Veterans Administration, in collabora- 
tion with the Federal Board of Hospitalization, developed a anil 
hensive construction program designed to meet the World War I pe: 
load of veteran hospitalization. This program contemplated an ad li. 
tional total of about 100,000 beds. Work ! War II started before t] 
program could be undertaken. Duri ing the war years, F arge construc- 
tion was de ferred because of the difficulty in obtaining materials, 
despite the fact that returning World War IT veterans were increasing 
the need and demand for hospital care. Public Law 346, passed i 
June of 1944, authorized and directed the Administrator and the Fed. 
eral Board of Hospitalization to expedite and complete the construc- 
t.on of additional hospital facilities for veterans in accordance with 
the 1941 program. However, with the cooper ation of the Bureau of the 
Budget, detailed studies were made of the hospit: al needs of Veterans 
Administration at this time. As a result of these studies, the Presi- 
dent approved construction of &” 106 additional hospital beds beyond 
the current objective of 104,591, tims making a planned total of 159,697 
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beds. This program required the construction of 90 new hospitals 
and 9 major bed additions. 

In January of 1949, the President reported that he had reviewed 
the hospital construction program in the light of postwar experience 
and was convinced that to continue the construction of the 90 hospitals 
would result in serious overbuilding, in terms of beds needed to meet 
foreseeable requirements. At this time there existed 126 hospitals 
with 104,683 beds. He therefore authorized the program to be re- 
duced by 16,000 beds. On the basis of this authorization, 24 hospital 
projects were canceled and the planned bed capacity for 14 additional 
hospitals was reduced. It was recommended accordingly that Con- 
gress withdraw contracting authority amounting to $237,000,000 which 
had been set aside for the proposed construction. 

The net result, after taking into account existing hospitals, the 
16,000-bed curtailment of the original construction program and 
hospitals scheduled for closing, is that the Veterans Administration 
had authorization for a total of 131,031 standard hospital beds. It is 
now estimated that upon completion of current programs the Veterans 
Administration will have available 129,000 beds in 174 hospitals, or a 
national ratio of a bed for each 146 veterans. 


3. CURRENT STATUS OF CONSTRUCTION PROGRAMS 


Currently there are programs consisting of 87 projects covering 63 
new hospitals, 12 major bed additions, and 12 conversions. Of these, 
34 hospitals, 8 additions, and 3 conversions have been completed. 
These completed projec ts have added 15,018 beds. The remaining 42 
projects are in various stages of completion, some in the design stage 
and others under actual construction. When completed, the ‘Vv will 
provide 20,848 additional beds. 

In addition to these hospital projects, other construction projects 

re in process. A new regional office and a consolidated laundry are 
h ‘ing constructed in Chicago, and an extensive program of major al- 
terations and betterments to existing structures is planned. Of the 
current programs other than those pertaining to hospitals, 400 of 
GO projects have been completed at a cost of $24,690,000, leaving ap- 
proximate ‘ly $25,000,000 of these projects to be completed. 

Thus it is seen that the dollar volume of construction administered 
by Construction, Sup ply, and Real Estate is subst: ag" ul. In addition 
to this, equipment and supplies purchased directly by this office ap- 
proximate $35,000,000 annually and contracts let for field use and 
service contracts awarded by central office approximate another 
S68,000,000 each vear. Some $25,000,000 of centrally purchased sup- 
plies and equipment are warehoused and distributed through the 
depot system. 

This office had a total of 1,764 employees on June 30, 1951. Its 
1952 budget approximates $10,400,000 for salaries and expenses. 

The manner in which this office is organized to conduct these pro- 
grams is discussed in the next chapter. 


Il. Present PLAN or ORGANIZATION 


Construction, Supply, and Real Estate, as the title indicates, is re- 
sponsible for the design and construction of facilities; the procure- 
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ment, storage, issue, and control of supplies and equipment; and the 
acquisition ‘and disposal of real property of the agency. In addition, 
it is responsible for certain related functions suc h as the maintenance 
of facilities, the operation and maintenance of utilities, safety, fire 
protection, and traffic management. 

These responsibilities involve both staff and operating functions. 
Staff functions include the planning of agency-wide programs for 
the accomplishment of the assigned activities; the formulation of 
policies governing their conduct; “the deve ‘lopment of standards, rules, 
regulations, and procedures for the guidance and control of these 
operations; and the technical inspection of field operations. 

Operating functions include design of facilities; supervision of con- 
struction; purchasing of and c ontracting for supplies and equipment ; 
storage, issue, and control of supplies ‘and equipment; provision of 
maintenance and building operation services and space allocation in 
central office; traffic management ; and acquisition and disposal of 
real property. 

All of the employees of Construction, Supply, and Real Estate are 

carried on central-office payroll. The only field stations which are di- 
rectly within its jurisdiction are the three e supply depots. However, 
field representatives of the Assistant Administrator and field super- 
visors from the Maintenance and Operations Division and the Supply 
Service are located in the field, as are construction superintendents, 
wherever construction is in progress. Occasionally these superin- 
tendents hire and directly supervise construction labor. In those in- 
stances the work is orginazed to meet the needs of the project. 

The basic plan of organization recommended in volume II provides 
for the establishment of a Purchasing and Supply Department in 
charge of an Assistant Administrator reporting directly to the Deputy 
Administrator and for the transfer of the operating functions of the 
supply activity to operating departments. The present organization 
of the Supply Service and the proposed Purchasing and Supply De- 
partment are discussed in detail in volume III. Since the supply 
functions have been covered adequately in those two volumes, this 
volume will be limited to discussions of the construction, engineering, 
and real-estate functions of Construction, Supply, and Real Estate. 
The organization covering these functions is shown on exhibit I. 


1. ASSISTANT ADMINISTRATOR 


The activities of this organization are under the direction and con- 
trol of an Assistant Administrator who reports directly to the Ad- 
ministrator and Deputy Administrator. He devotes a great share of 
his time to the numerous external contacts required by the nature of 
the program. He maintains liaison with other agencies of the Gov- 
ernment through membership on interagency committees concerned 
with real and personal property and with the engineering aspects of 
facility operation, as well as through personal contact wi ith the heads 
of such agencies. Internally he deals with matters of top policy, 
organization, coordination of internal activities, and other major 
problems of an administrative nature. Frequent contacts with the 
other departments, particularly the Department of Medicine and 
Surgery, and with the Administrator are required in the coordina- 
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tion of the programs involving design, construction, and maintenance 
of facilities and control of funds appropriated for these purposes. 

To assist him in carrying out his responsibility for the programs 
under his jurisdiction, he has reporting to him an executive assistant, 
a Safety and Fire Protection Staff director, and four service direc- 
tors—Technical, Construction, Supply, and Real Estate Services. 

In addition, he has reporting to him as an integral part of his office 
a director of the Contract Review and Appeals Staff, which is com- 
prised of an attorney-adviser and key executives of the office. This 
staff is responsible for review of complaints and appeals by con- 
tractors and suppliers who are dissatisfied with terms and specifica- 
tions of contracts and with decisions concerning the letting of 
contracts. 


2. EXECUTIVE ASSISTANT 


The executive assistant is a full assistant and acts for the Assistant 
Administrator in his absence. However, he devotes most of his at- 
tention to the internal administration of the office. There are a number 
of individuals and groups, not otherwise assigned in the organization 
of the office, who report directly to him and assist him in the adminis- 
tration management. 

Two special assistants to the executive assistant brief the Assistant 
Administrator concerning correspondence which requires his personal 
consideration and handle other special research and coordinating tasks 
as assigned. 
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Three field representatives reporting directly to the executive assist- 
ant represent the Assistant Administrator in the field. They are 
normally assigned to geographical areas within which they visit field 
stations to counsel with man: igement on problems of the engineering 
and supply functions and to appraise the work of the stations in these 
respects. 

An Office Services Group, under a director reporting to the execu- 
tive assistant, handles mail and provides records and messenger serv- 
ice, Maintains personnel records, and allocates space for the office. 

The Budget Group analyzes, coordinates, and consolidates budgets 
for the programs under jurisdiction of the Assistant Administrator 
and maintains personnel-ceiling controls. 

The Administrative Management Group pre pares tables of organi- 
zation; analyzes and recommends improvements in organization, man- 
agement methods, and statistics, and administers the publications, 
forms, and reports-control programs. 


TECHNICAL SERVICE 


The Technical Service is responsible for the design of buildings and 
equipment for Veterans Administration. This responsibility involves 
three basic functions: formulation of standards, policies, and proce- 
dures concerned with design activities, initial design of structures to 
meet the planned purpose as indicated by using services and determina- 
tion of requirements for materials, equipment, and funds, and prepara- 
tion of final designs and drawings for buildings and equipment. 

The director of this service and his assistant are concerned prin- 
cipally with coordinating the design work on each project and pro- 
viding administrative direction to the five divisions of the service— 
Architectural, Structural, Mechanical, Additions and Betterments, 
and Specifications Divisions. 

(1) Architectural Division 

This Division is responsible for architectural drawings, landseap- 
ing, and color design, for the formulation of standards, policies, and 
procedures for these activities, for the development of saialiinieiiaers 
facility requirements, and for the checking of contractors’ shop draw- 
ings for er ural accuracy and for the coordination of the check- 
ing of all other factors. This Division is organized into five se ctions— 
Planning, Design, Checking, Landscape, and Color Design Sections. 

The Planning Section prepares preliminary architectural drawings 
for hospitals and domiciliaries in sufficient det ail to permit the compu- 
tation of rough cost estimates and the reservation of fun 1ds for carry- 
ing out the projects. . 

The Design Section prepares working drawings for the archi- 
tectural requirements of approved projects. These plans are drawn 
to regular scale and contain all the details essential for construction. 

The C) nec king Section reviews contractors’ architectural shop draw- 
ings for conformity te Veterans Administration specifications and 
standards and coordinates the review of such drawings performed by 
other divisions in Technical Service. 

The Landscape Section prepares sketches and working drawings 
for the landscaping of Veterans Administration structures. It pre- 
pares the landseaping specifications, estimates the cost of the pro- 
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posed design, and reviews contractors’ landscape drawings for con- 
formance with design. 

The Color Design Section determines the color schemes to be used 
in agency-owned buildings and prepares standard specifications for 
color and content of paint. It also arranges for tests of contractors’ 
samples and potential vendors’ products to see that they meet 
specifications. 

(2) Structural Division 

This Division is responsible for the structural aspects of building 
design. It is organized into two sections—a Building Section and a 
Site Engineering Section. 

The Building Section formulates standards, policies, and pro- 
cedures for structural design of Veterans Administration buildings. 
It prepares preliminary and working or final drawings for structural] 
design, writes the structural specific ‘ations for each project, and pre- 
pares cost estimates for this portion of the design work. 

The Site Engineering Section, in collaboration with representatives 
of the Real Estate Service and the Architectural Division, performs or 
supervises the performance of site surveys. ‘These surveys comprise 
investigation of pote ntial building sites on such matters as subsurface 
condition, seismic activity and water and wind hazards, and determi- 
nation of appropriate building foundations. This Section prepares 
reports on conditions at alternative site locations, including specifi- 
cations for foundation, and on the probable cost of foundation con 
struction at these locations. 

(3) Mechanical Divisin 

This Division is responsible for the design of the utility components 
and fixed equipment for all Veterans Administration construction 
projects. It is organized in five specialty sections—Equipment, 
Plumbing, Sanitary, Heating, and Electrical Sections. 

Each of these Sections in its own specialty formulates standards, 
policies, and procedures for design; prepares specifications for each 
Rare prepares sketch plans and drawings; estimates the cost of 
the design; and checks contractors’ plans for compliance with Vet- 
erans Administration’s specifications and standards. 

This Division also compiles fixed equipment guide lists for lab- 
oratories, clinics, power plants, laundries, sewage-disposal plants, and 
other special operations of a similar nature and prepares space lay- 
outs for such fixed equipment peculiar to hospitals. 


(4) Additions and Betterments Division 

The Additions and Betterments Division performs a variety of 
5 moieen and is organized into four sections—Drafting, Estimating, 
Hospitals and Centers, and Veterans Administration Offices Sections. 

The Dr afting Section prepares preliminary, working, and final 
drawings for are rchitectural design of nonbed projects and of additions 
and betterments of existing ¢ onstruction. It also performs the design 
on hospital projects when the workload is too great for the Archi 
tectural Division to complete on schedule. 

The Estimating Section prepares cost estimates for all architectural 
phases of design and coordinates all the other estimates for a design 
project. It also formulates standards for the preparation of con- 
struction cost estimates. 
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The Hospitals and Centers and Veterans Administration Offices 
Section perform similar functions for their respective types of struc- 
tures. ‘They review field-station applications for approval of con- 
struction projec ts on the basis of essentiality, availability of funds, and 
priority. These sections also coordinate and follow design progress 
on those projects under the jurisdiction of the Division. 

(5) Specifications Division 

The functions performed by this Division are indicated by the three 
sections into which it is organized—Specifications, Blueprint and 
Issue, and Research Sections. 

The Specifications Section formulates policies and procedures gov- 
erning the preparation of construction specifications and writes speci- 
fications concerned with the architectural aspects of construction 
projects. It also coordinates the specifications written by other sec- 
tions of the service and reviews drawings and specifications to assure 
proper integration. 

The Blueprint and Issue Section maintains permanent file of all 
drawings and specifications issued by the Veterans Administration 
and other Government agencies handling Veterans Administration 
construction projects. It also reproduces, assembles, and forwards to 
contractors bid invitations, plans and specifications, and schedules 
bid issuing and opening dates. 

The Research Section conducts tests or arranges for tests to be 
made on construction materials submitted by contractors and by 
vendors with a view to adoption by the Veterans Administration. 
It also investigates improved construction materials and techniques 
to determine their applicability to the construction program. 


4. CONSTRUCTION SERVICE 


Construction Service is responsible, after completion and approval 
of designs, for the erection of facilities and for their maintenance and 
operation. This latter function relates to all facilities occupied by 
the Veterans Administration except those for which the General 
Services Administration is responsible. In carrying out these respon- 
sibilities, this service performs both staff and operating functions. 

The staff functions comprise the formulation of standards, policies, 
procedures, and controls relating to the construction of hospitals, 
the maintenance and repair of real property owned by the Veterans 
Administration, the maintenance, repair, and operation of auxiliary 
equipment and services such as utility systems, farms, and laundries, 
and the arrangements for use by employees of quarters and garages 
owned by the Veterans Administration. 

In addition to performing these staff functions, Construction Service 
superintends actual construction of buildings and facilities. 

The Construction Service is organized into three divisions—Con- 
struction, Program Control, and Maintenance and Operation Divi- 
sions. 


(1) Construction Division 
The Construction Division performs three principal functions: 


awarding of construction projects, supervision of construction proj- 
ects, and maintenance of liaison between contractors and the design 











962 MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


engineers of the Technical Service. It is organized in four sections 
described below. 

The Policy Section receives, opens, and reviews construction contract 
bids and awards contracts. It is responsible for certifying for pay- 
ment vouchers rendered by contractors, for analyzing and processing 
change orders for additions or deductions from the contract price, and 
for processing final payments upon completion of the project. 

The Field Operations Section is responsible for the supervision of 
construction projects. A construction superintendent is assigned to 
each project to maintain required liaison with the prime contractor. 
He settles problems with the contractor which are within the limits 
of his authority and refers to central office problems beyond the scope 
of his authority such as changes in design. He authorizes substitu- 
tions, assures that materials used by the contractor are in accordance 
with the contract, appraises progress, and certifies extent of progress 
for progress payments. 

There are two Project Management Sections of project engineers 
who are responsible for liaison between central office and the construc 
tion superintendents in the field. These project engineers answer cor- 
respondence from construction superintendents and contractors and 
obtain approval for shop orders, design changes, material substitu- 
tions, and progress payments. Changes of design and substitution of 
materials are referred to the responsible section of Technical Service 
to determine whether or not the changes are acceptable and their ulti- 
mate effect on the cost of the } roject. At the completion of a construc- 
tion project the project iietiine: , together with the field superintend- 
ent and engineers from Tee hnical Service, the Safety and Fire Pro- 
tection Staff, and the Maintenance and Operation Division, inspects 
the construction project before Veterans Administration makes final 
acceptance. These project engineers also investigate, process, and 
make recommendations concerning cases involving construction claims 
and appeals from contractors, 


(2) Program Control Division 

The Program Control Division maintains accounting and progress 
controls for each approved project from design through final con 
struction. It works closely with Budget Service in obtaining and 
controlling allocations and allotments of funds. The two sections of 
the Division are described in the following paragraphs. 

The Program Status Section is responsible for developing and 
maintaining progress reports on all design and construction projects 
and on maintenance and operations programs in the field. 

The Funds Estimates and Control Section reviews requests and 
justifications of funds for designated construction projects and for 
maintenance and repair programs, and prepares consolidated budget 
estimates for submission to Budget Service to obtain allocations or 
allotments of funds. It maintains the official project accounting rec- 
ords of the obligation and expenditure of funds and controls the 
expenditure of funds for each construction project and major main 
tenance and repair program in the field. It also develops cost sys 
tems and conducts cost studies concerned with construction projects 
and with maintenance and re pair programs. 
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(3) Maintenance and Operation Division 


The Maintenance and Operation Division administers maintenance 
and repair programs and the operation of auxiliary services in the 
field. It has three sections—Buildings and Grounds, Utilities, and 
Field Operations Sections. 

The Buildings and Grounds Section and the Utilities Section per- 
form the same functions in their respective fields. They formulate 
standards, policies, and procedures and establish controls for main- 
tenance and repair of real property and for maintenance, repair, and 
operation of auxiliary facilities, such as utility systems, elevators 
laundries; fire-fighting equipment, and motor vehicles owned or oper- 
ated by “the Veterans Administration. Identical functions are per- 
formed with respect to janitorial and guard services where such serv- 
ices are the responsibility of the Veterans Administration. Where 
others are responsible for these functions, ‘these sections maintain 
liaison with them. 

These sections exercise close control over maintenance and repair 
budgets and expenditures of field stations. They analyze and evalu 
ate field station requests for approval of maintenance and repair 
projects, allocate funds for conduct of approved projects, and estab- 
lish project priority. 

Included in the Buildings and Grounds Section is a unit which pro- 
vides building services for the central office in Washington, operates 
a labor pool and motor-vehicle service, and maintains liaison with the 
Public Buildings Service concerning the maintenance and auxiliary 
services provided for the central office. 

The Field Operations Section makes an annual review of activities 
under the jurisdiction of engineering officers at field stations. ‘These 
reviews are in effect inspections of maintenance and repair work and 
operation of auxiliary services to appraise the performance of the 
station management in these respects. Every third year, the engi- 
neers of this section together with the engineering officer at the field 
stations make a comprehensive study of the physical condition of the 
facilities and prepare a 3-year maintenance and repair program for 
the station. This program is modified annually based on interim in- 
spections and, in the modified form, becomes the plan upon which 
budget requests are made. 


>». REAL-ESTATE SERVIC] 


The Real-Estate Service is responsible for three principal functions: 
the acquisition of ips property for the agency construction progr: un, 


the disposition of real property which is in excess of the agency’s 
needs, and the aMeedahih ation of space allocation both in central oftice 
and in field stations. The service contains two divisions, a Require- 


ments Division and an Acquisition and Disposal Division. 
(7) Re quire nents Division 

The Requirements Division interprets long-range age ney space re- 
quirements, plans for - acquisition and disposal of facilities, and 
establishes standards of space occupancy. It partic ate in site- 
selection surveys for new facilities. It collaborates with the Tech- 
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nical Service and the Department of Medicine and Surgery in con- 
ducting surveys of space utilization. As a result of these surveys, it 
also evaluates the effectiveness with which the space is utilized and 
recommends corrective action where necessary. 
(2) Acquisition and Disposal Division 

This Division, as its name implies, is responsible for all activities 
involved in the acquisition of real property by the agency and the 
disposal of agency-owned real property. These involve determining 
the best means of acquiring desired property and processing leases, 
licenses, permits, and agreements between the agency and the prop- 
erty owners or other governmental agencies, relating to the acquisi- 
tion, use, and occupancy of real property. This Division reviews and 
approves requests for alteration, improvement or repair to leased 
property, and reviews, takes action on, and prepares the necessary 
legal documents concerning requests for grants of easements, rights- 
of-way, and rights of entry on agency-owned property. 


6. SAFETY AND FIRE PROTECTION STAFF 


The Safety and Fire Protection Staff is organized in two divisions, 
a Safety Division and a Fire Protection Division. Both Divisions 
perform substantially the same functions, each in its own specialty. 
These involve the review of new designs to assure incorporation of 
safety and fire-prevention features, the review of station facilities, 
operations, and practices to detect possible hazards and to initiate 
corrective action, the review of reported accidents and fires with the 
view of ascertaining if unsafe or hazardous practices or conditions 
were involved, the initiation of safety training programs, and the 
dissemination of safety and fire protection guides and information. 

This staff also maintains haison with other Government agencies on 
safety and fire-protection work and participates in interagency 
councils relating to these subjects. 

Recommended revisions to adopt the organization plan, described 
in this chapter, to the basic plan of organization recommended for the 
agency in volume II are presented in the next chapter together with 
other recommendations for improvement of internal organization. 


LIL. OrGanizatrion RECOMMENDATIONS 


The proposed plan of basic organization of the Veterans Admin- 
istration contained in volume II, Top Management, and detailed in 
subsequent volumes affects the organization structure of Construction, 
Supply, and Real Estate in two major respects. 

First, it is recommended that each program operating department 
have responsibility for and authority over the technical staff services 
required to carry out its full responsibility. This involves the trans- 
fer of supply oper ations to the operating departments, the transfer 
of maintenance and auxiliary operations of hospitals and homes to 
the Department of Medicine and Surgery and of offices to the operat- 
ing department in change, and the transfer of the Central Office 
Buildings Management Unit to the Administrative Services 
Department. 

Second, it is proposed that functional st: affs be established for each 
major function of the agency, reporting directly to the Administra- 
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tor, to assist him in planning, coordinating, and controlling operations. 
Purchasing and supply, a major function of agency operation, is 
established as one of these staff departments. 

The recommended organization of the Construction Department 
discussed in this chapter therefore excludes the functions transferred 
elsewhere. 

The proposed plan of organization for the Construction Department 
involves three basic c¢ changes. 

(1) It segregates the functions of planning and policy formulation 
from the operating functions so that these important activities are 
freed from interruption by daily operating pressures. 

2) It recognizes the essential characteristic of the operations by 
providing for project management of all operating functions. 

(3) It consolidates responsibility for specialized | activi- 
ties under single direction so that coordination of interrelated opera- 
tions can be facilitated. 

The proposed plan showing these changes is presented as exhibit IT. 
Exhibit I1-1 summarizes the basic responsibilities of the Assistant 
Administrator, and exhibit II-2 summarizes the responsibilities com- 
mon to all executives reporting to him. Finally, exhibit II-3 details 
the responsibilities common to all division chiefs. 


Exuteit II-1 


VETERANS ADMINISTRATION CONSTRUCTION PROGRAM—-PROPOSED PLAN OF 
ORGANIZATION, APRIL 1952 


RESPONSIBILITIES OF THE ASSISTANT ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to the construction program. 

2. Forecast facility, personnel, supply, and budget requirements for construc- 
tion operations. 

3. Fortunate and recommend objectives and policies governing design, con- 
struction, operation, maintenance, and protection of real property owned by 
Veterans Administration. 

4. Develop and recommend a plan of organization for the Construction 
Department. 

5. Approve program, plans, and procedures for effective execution of con- 
struction Operation. 

6. Select immediate subordinates and approve selection of their immediate 
subordinates. 

7. Maitain good relations with employees of the Construction Department. 

8. Direct and coordinate Construction Department operations ir accordance 
with established objectives, policies, plans, procedures, and organization struc- 
ture and within approved budget limits and existing laws and regulations. 

9. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

10. Keep the Administrator informed concerning current Construction De- 
partment operations, results, and future plans through established reports and 
personal meetings. 

11. Establish standards of performance and evaluate results of the construec- 
tion program and of operating department programs for the maintenance, opera- 
tion, and protection of facilities. 

12. Keep informed of technical and administrative developments concerning 
the functions of the department, and maintain good relations with interested 
technical and other outside groups and with Government representatives and 
agencies. 
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ExuisBir II-2 


VETERANS ADMINISTR’ TION CONSTRUCTION PROGRAM—PROPOSED PLAN OF 
ORGANIZATION, APRIL 1952 


RESPONSIBILITIES COMMON TO ALL EXECUTIVES REPORTING DIRECTLY TO THE ASSISTANT 
ADMINISTRATOR 


1. Keep informed of and administer all laws, regulations, and interpretations 
thereof pertaining to assigned functions. 

2. Develop and recommend facility, personnel, supply and budget. require- 
ments for operations under his direction. 

3. Develop and recommend programs, plans, procedures, and organization for 
assigned functions. 

$. Select immediate subordinates and approve selection of their immediate 
subordinates, ; 

5. Direct the operation of assigned functions. 

6. Maintain good relations with employees under his supervision. 

7. Cooperate with other executives in coordinating operations, in solving mutual 
problems, and in complying with established rules, regulations, and procedures, 

S. Keep the Assistant Administrator informed concerning current operations, 
results, and Lurure plans through established reports and personal meetings. 

% Develop standards of performance and evaluate results of assigned 
operations, 

10. Keep informed of technical and administrative developments in assigned 
functional areas, and maintain good relations with interested technical and 
other outside groups and governmental agencies. 


Exuisir II-3 


VETERANS ADMINISTRATION CONSTRUCTION PROGRAM-——PROPOSED PLAN Of! 
ORGANIZATION, APRIL 1952 


RESPOCSIBLILITIES COMMON TO DIVISION CHIEFS 


1. Develop and recommend personnel, supply, and budget requirements for 
operations under his direction. 

2. Develop and recommend programs, plans, procedures, and organization for 
assigned functions, 

3. Select immediate subordinates and approve selection of their immediate 
subordinates. 

#. Direct the operation of assigned functions. 

>, Maintain good relations with employees under his supervision, 

6. Cooperate with other executives in coordinating operations, in solving 
mutual problems, and in complying with established rules, regulations, and 
procedures. 

7. Keep the service director informed concerning current operations, results, 
and future plans through established reports and personal meetings. 

The organization chart defines lines of responsibility and author- 
ity, but it should not be construed as indicating channels of contact. 
The proposed plan permits and requires the exercise of common sense 
and good judgment, at all organization levels. in determining the best 
channels of contact necessary for the expeditious handling of the 
work. 

Contacts between units of the organization should be carried out 
in the most direct way. In making such contacts, however, it is the 
duty of each member of the organization to keep his immediate supe- 
rior informed of (1) any matters on which his superior may be held 
accountable by the executive to whom he reports; (2) any matters in 
disagreement or likely to cause controversy within or between any 
units of the organization; (3) matters requiring advice by his imme- 
diate superior or his assistance in coordination with other units of the 
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organization; (4) any matters involving recommendations for changes 
in or variance from established policies and procedures. 

The recommendations which follow establish the recommended plan 
and describe the changes necessary to make it effective. 


1. CHANGE NAME FROM CONSTRUCTION, SUPPLY, AND REAL ESTATE TO 
CONSTRUCTION DEPARTMENT 


The construction department should be directed by an assistant ad- 
ministrator reporting to the deputy administrator. 

The assistant administrator should provide direction and control 
over all design bese construction activities from the planning stage 
through completion of the projects. He should coordinate these ac- 
tivities closely with those of the department of medicine and surgery 
with respect to construction of new hospitals and homes and the ad- 
ditions, betterments., and alterations to existing facilities, and with 
other parts of the Veterans Administration and other Government 
agencies Involved. 

As chief engineer of Veterans Administration, he should provide 
the Administrator with expert technical advice and guidance on all 
matters of design, construction, real estate, maintenance, utility op- 
eration, safety and fire protection. 

{sa part of his immediate office, the Assistant Administrator should 
retain the Director of the Contract Review and Appeals Staff and the 
attorney-adviser, to handle appealed decisions on construction and 

rehitectural contract matters. 

To assist him in the conduct of the department should have re- 
porting directly to him four service directors and a manager of con- 
struction opera itions The four Service LD) rectors cas direct the 
Engineering Policy ‘and Stand: rds, Facility Planning, Administra 
tive, and Budget and Finance Services. respectively. 


ESTABLISHL AN ENGINEERING POLICY AND STANDARDS SERVICI 


At the present time engineering policy and standards of perform 
ance are formulated in almost every organization unit of Construction, 


— 


Supply, and Real Estate. As indicated previously, each division is 
responsible for these functions in its particular specialty. This dis 
persion of staff functions throughout the organization presents a 
considerable proble m in coordination to see that the various speci alties 
are consistent and do not overlap in their policy directives. cee 
fore, it is recommended that these functions be consolidated under 
Director of Engineering Policy and Standards Service. 

This service should be responsib] le for the development and estab- 
lishment of ageney-wide polici ies, standards, general procedure s, and 
Sti and: irc pri actices governing the desig nh, mal intenar ice, Oper ition, and 
protection of real property owned by Veterans Administration. In 
addition, it should provide functional guidance to operating depart- 
ments with respect to maintenance, operation, and protection of facili 
ties, review operating department plans and programs concerning 
these functions, and appraise results for the Administrator. 

Assistant Administrators in charge of operating departments are 

‘sponsible for development of programs for maintenance, oper: ition 
es. protection of facilities which comply and are in accordance with 
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the policies, procedures, and practices established by the Engineering 
Policy and Standards Service. Engineering officers have been pro- 
vided in the organizations of the Department of Medicine and Surgery 
and the Veterans Service Department, the two having greatest respon- 
sibility for facility operation, to develop and administer such pro- 
grams. ‘These engineering officers should work closely with the 
Engineering Policy and Standards Service in the development of 
these programs and should take full advantage of the knowledge and 
experience of the personnel of the Service. 

In turn, the Service should review the proposed programs and make 
recommendations concerning them to the Assistant Administrators 
of the respective operating departments. Appraisal of program 

results should be accomplished generally through report analysis. 
However, inspections of facilities in the field should be made as 
deemed necessary or as requested by the operating departments. 
Necessary clearances for such on-the-spot inspections should be ob- 
tained from the Assistant Administrators of the operating _depart- 
ments, and inspections should be made in company with engineering 
officers of the departments. 

The Engineering Policy and Standards Service should be organized 
into three divisions—Safety and Fire Protection, Facility Mainte- 
nance and Operations, and Design Divisions. 

(1) Safety and Fire Protection Division 

This Division should conduct the same activities as the present 

Safety and Fire Protection Staff, inc luding the formulation of safety 
and fire- protection policies, standards, and | procedures having agency- 
wide application, the review of design plans and reports to assure 
compliance with established standards, the planning and developing 
of educational and training programs on safety and fire matters, and 
the maintenance of liaison with other Government agencies on mutual 
safety and fire-prevention activities. 

This Division should work closely with the individuals in the 
operating departments and in central office who have been assigned 
safety and fire-protection responsibilities, to promote acceptance and 
execution of agency-wide programs for the prevention of accidents and 
fires. 

(2) Facility Maintenance and Operations Division 

This Division should perform the staff functions currently handled 
by the Maintenance and Operation Division of the Construction 
Service. These include the formulation of standards, policies, and 
agency-wide procedures governing the maintenance and repair of 
agency-owned and agency-occupied property and the operation of 
auxiliary facilities. It should continue to maintain centralized records 
for all vehicles owned or operated by Veterans Administration. 

As indicated earlier, the unit which provides labor and motor- 
vehicle services to central office should be transferred to the Adminis- 
trative Services Department. 

The functions currently performed which involve the analysis and 
evaluation of field-station requests for maintenance and repair 
projects, including the allocation of funds and control of expenditures 
and priority, should be transferred to the Department of Medicine 
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und Surgery or to the operating department concerned with the 
facility. 

This Division should provide agency-wide engineering consulting 
service as required and should maintain laison with the General 
Services Administration to assure coordination of policies and pro- 
cedures on maintenance and operation of structures and facilities 
operated by the General Services Administration for the Veterans 
Administration. 

(3) Design Division 

The formulation of standards, policies, and procedures for all 
phases of design work, now conducted in several divisions, should be 
consolidated in this Division. In addition, this Division should estab- 
lish standards of space requirements and administer space-utilization 
improvement programs. ‘This Division should work closely with the 
Department of Medicine and Surgery to improve and modify stand- 
ardized designs of hospitals and adapt them to anticipated future 
needs, 

This Division sheuld take the lead in extending the pag iple of 
standardization of design to other types of structures if 
program of construction becomes necessary. 

Attached to the Office of the Director of the Engineering Policy and 
Standards Service should be the field representatives now reporting 
to the executive assistant. These engineers should act as consultants 
on agency-wide engineering matters and should prepare special studies 


on engineering prob lems as requested by the operating departments 
and the Administrator. 


sizeable 


3. ESTABLISHIL A FACILITY PLANNING SERVICE 


As discussed earlier in this report, a considerable amount of work 
is involved in developing facility requirements which meet the needs 
determined by the operating departments. This involves the prepara- 
tion of prelin inary sketches of the structure and its equipment and 
the preparation of rough estimates to determine feasibility of the 
projec ts. 

This work requires expert engineering personnel who can reach 
sound conclusions with dispatch. Under the present plan of organiza- 
tion this work is assigned to employees who are also working on ap- 
proved projects. This disrupts ‘the flow of the regular work in the 
divisions and del: Lys final decisions on the proposed proje 
tion, a consider: abl e amount of coordination is re nual 
the scattered data into a con iple te analysis of the pro ject. 

To facilitate planning, it is recommended that a Facility Plan ning 
Service be established to pe ‘rfort m the preliminary design and roug 
estimates of requirements on which deci: sions concern ing future a 


ae 
ts. In addi- 
17 
assemble 


i 
ction 
can be based. This service should work closely with “th e operatil 
department concerned in determining exactly what its needs are and j in 
presenting the required data in such form that intelligent decisions 
can be made. 

This service should be staffed with the best engineering and design 
talent available in the present divisions in numbers adequate to carry 
out the workload assigned. 
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t. ESTABLISH AN ADMINISTRATIVE SERVCE 


The functions currently performed in the Office of the Executive 
Assistant concerned with personnel, management improvement, and 
centralized office services should be combined into an Administrative 
Service. 

The chiefs of two divisions should report to the director of this 
service. 

( 1) Administrative Manage ment Division 


This Division should coordinate management-improvement pro- 
erams concerning work simplication and work measurement and estab- 
lish and maintain controls over forms, reports, and publications. It 
should analyze and develop improved administrative methods and 
procedures and should determine modifications of the plan of organi 
zation to meet changing requirements. 

(2) Office Nervices Division 

This Division should be responsible for the maintenance of personne] 
records, the allocation of space within the department, mail handling, 
maintenance of centralized records and supplies, and internal mes- 
senger service. 


5. ESTABLISH A BUDGET AND FINANCE SERVICE 


The establishment of this service within the Construction Depart- 
ment is recommended to consolidate under single direction all budget- 
ing and accounting work required within the department. These 
functions are important to the construction program and require top- 
management attention. 

In effect, this service represents a combination of the budget work 
now performed in the Office of the Executive Assistant and the budget, 
accounting, and statistical functions of the Program Control Division, 
exclusive of those concerned with maintenance and operations, which 
should be transferred to the operating departments. It should be 
organized into three divisions: Budget, Accounting, and Reports and 
Statistics Divisions. 

(7) Budge t Division 

The Budget Division should analyze, coordinate, and consolidate 
budget requests for the Construction Department. It should review 
requests and justifications of funds for changes to designated con- 
struction projects and submit them to the Budget and Finance De- 
partment to eae allocations or allotments. It should analyze cost 
reports on construction programs to assure compliance with congres- 
sional limitations and should advise and counsel with the Assistant 
Administrator on budgetary matters. 


( 2) Accounting Division 


The Accounting Division should maintain appropriation controls 
over the funds allocated to the Construction Department. These 
should include the allotment controls over obligation and expenditure 

f funds by object classificati The Division should also maintai 
of tunds by object Classieation. i€ ivision should also maintam 
the construction project accounts subsidiary to the control accounts 
inthe general ledger. It should prepare reports showing the financial 
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condition of each project for analysis by the Budget Division and for 
use by the project engineers. 


(3) Reports and Statistics Division 


The Reports and Statistics Division should design and maintain 
an integrated reporting system to reflect progress on all design and 
construction programs. 


6. PROVIDE FOR A CONSTRUCTION OPERATIONS MANAGER 


The administrative coordination required to maintain effective and 
efficient operations in construction is substantial. At the present time 
the integrating of Real Estate, Construction, and Technical Services’ 
operations falls upon the Assistant Administrator. At the same time 
a considerable amount of technical liaison between Construction and 
Design has been delegated to Project Management Sections under 
jurisdiction of the Construction Service director. In the first in 
stance noted above, the administrative coordination is a heavy burden 
to place on the Chief Executive. Separation ot technical coordination 
and administrative coordination gives no assurance that work sched 
ules and common objectives will be attained. 

It is therefore recommended that a manager of construction ope? 
atio ns be appol inted to cirect and control all real est: ite, design, and 
construction operations condueted by thre » Department. He should 
be responsible to the Assistant Administrator for the effective comple 
tion ot approved consti ruction work. within the s cheduled time anc 
allocated funds, and in accordance with the policies established by the 
Assistant Administrator. This will enable the Assistant Adminis 
trator to hold one madi idual responsible for all operating aspects of 
the getter program. 


The anager of construction Oper ations shoul | work « ‘lose ly \V 1th 
the Saale int Administrator in the establishment of operating polic 
and project plans and budgets. He should be designated to act for 


the Assistant Administrator in his absence. 

To assist him in coordinating this substantial operating respons! 
bilitv, he should have as an integral part of his office a Project Man 
agement Division to which | he can aelcunte his authority ona project 
basis. In addition, he should have the purchasing functions col 
cerned with the construction program. 


(/) Projec f Manaae ment Division 


Project management is the scheduling, coordination, and supervi 
sion of the many specialized activities which are required to design 
and construct an agency fac ey an the present plat of organiza 
tion, this function is divided and assigned to several different organi 
zation units. 
oa the desien of hospit: 7 projec ts it is per forme «l by the 1) rector 
Technical Service and his assistant. For other projects and for 


major alterations, acl ed and bettermen ts, ene project mat 
age me nt is ee lied | sections of the Additions and Betterments 
Divis Ion. P royect man: iwement on construction we rk and the in 
portant liaison between the contractor and Technical Service are pet 


formed by the Project Management Sections of the Construction 
Service. 
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Under this arrangement, project management of design effort is di- 
vided and there is no continuity of project management between design 
activities and construction activities. Consequently, knowledge ‘of 
project peculiarities gained during the design phase is most often lost 
when other employees are assigned project responsibility during the 
construction phase. 

The proposed Project Management Division should be established 
by combining the existing Project Management Sections of Construc- 
tion Service and the Veterans Administration Offices Section and the 
Hospital and Center Sections of Technical Service. 

The Chief of this Division together with the directors of the sev- 
eral technical services should coordinate the project schedules to 
meet the needs of the operating departments and to provide for effec- 
tive utilization of the technical personnel of the Department. 

A project engineer, once assigned to a project, should have full re- 
sponsibility for coordinating all phases of the project. He should 
keep fully informed of the problems of the project and the progress 
being made. He should take any necessary steps to facilitate the work 
and maintain schedules. He should maintain close and frequent con- 
tact with the operating department involved and with the construc- 
tion superintendent in the field. He should bring to the attention of 
the operations manager any conditions requiring his action or ap- 
proval. He should be held responsible for the cost of the project and 
for keeping the cost within the limits of the budget. When necessary, 
he should obtain required budget adjustments. 

The project engineer acts as and for the operations manager with 
respect to the assigned projects. He has, however, no direct. ad- 
ministrative authority over personnel or for direction of the technical 
aspects of their work. 

(2) Purchasing and Supply Division 

This Division should be responsible for the procurement of equip- 
ment for installation under construction contracts. In addition, it 
should make arrangements to obtain materials for contractors under 
CMP and should assist contractors in priority matters to facilitate 
construction projects. 


7. CONSOLIDATE ARCHITECTURAL, STRUCTURAL, AND LANDSCAPE DESIGN, 
AND INTERTOR DECORATING IN A BUILDING DESIGN SERVICE 


U nder the present form of organization, the responsibility for ac- 
comapres hing architectural design is divided. The Architectural Di- 
Vision an igns all hospital projects including other facilities connected 
with the project such as quarters, power “plan ts, and other service 
buildings. It also designs additions to existing hospitals. On the 
other hand, the Additions and Betterments Division designs all other 
projects, additions, betterments or alterations. 

This division of personnel with similar technical training and 
ability restricts efficient use of their skills, increases the amount of 
coordination required, and reduces flexibility of organization. 

Structural design for both types of facilities is presently performed 
by the Structural Division. Structural and architectural design are 
closely related and therefore must be closely coordinated. At present 


this coordination can be accomplished only by the Director of Tech- 
nical Service. 


. eT 


atts 





; 
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Because of the close relationship existing between these two design 
functions and to provide for more effective utilization of personnel, 
it is recommended that they be brought together to form the Build- 
ing Design Service. 

Landscape design, closely related to architectural design, should 
also be included in the Building Design Service, together with the 
Color Design Section, which determines the color schemes to be used 
in buildings, and the Interior Decorating Unit of the Supply Service, 
which designs or determines the furniture, curtains, drapes and other 
decorations of rooms. 

It is recommended that the Building Design Service be organized 
in four divisions: Architectural, Structural, Landscape, and Interior 
Decorating Divisions. 

(7) Architectural Division 

This Division should be comprised of the Design Section of the 
present Architectural Division and the Drafting Section of the Addi- 
tions and Betterments Division. It should be responsible for prelim- 
inary and working drawings concerned with the architectural aspects 
of all construction projects under jurisdiction of the department. It 
should also check all completed drawings to coordinate and integrate 
the complete design. 

(2) Structural Division 

This Division should comprise the present Structural Division and 
should be responsible for site survey work and the design of the strue- 
tural parts of the project. The present functions of writing specifica 


tions and preparing cost estimates should be transferred to another 
service, as discussed later. 


(3) Landscape Division 

The Landscape Division should include the activities of the present 
Landscape Section of the Architectural Division concerned with the 
preparation of sketches and working drawings for landscaping agency 
structures. The writing of specifications, estlinating of costs and 
checking of contractors’ shop drawings should be transferred to an- 
other service discussed later. 
( 4) Interior Dec orating Division 

This Division should contain the Color Design Section curr tly 
within the Architectural Division and the Interior Decorating Unit 
of Supply Service. It should determine the color schemes to be used 
in agency bi uldings, including the selection of tiles, floori ne, dray pes, 
furniture and other decorating design to provide decoratit lo heal ae Ny 
in accordance with interior decorating standards and the require- 


ments of the operating a le part ments. 
Che testing and analysis of contractors’ and vendors’ samples of 
paint, tile, ana glass should be transferred to an Inspection and Test 


Division in another service, as discussed in the next recommendation, 
8. ESTABLISH AN ENGINEERING INFORMATION SERVICE 


One of the problems created by the present form of organization is 
the large amount of coordination required to complete « ertain opera- 
tions essential but subsidiary to actual design, such as specification 
writing and estimating. These functions are now performed in a 


QOrro-~ me ¥« 
25735 52——_-63 
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number of sections within Technical Service, as previously described 
in the discussion on present organization. 

To reduce the coordinating effort now required in this respect, and 
to take advantage of the benefits of specialization in both,estimating 
and specification writing, it is recommended that these functions 
currently distributed in many parts of the organization be con- 
solidated under an Engineering Information Service. This service 
should contain four divisions: Estimating, Specifications, Blueprint 
and Issue, and Inspection and Test Divisions. 

(/) E’stimating Division 

This Division should be comprised of the present Estimating Sec- 
tion of the Additions and Betterment Division and the estimating 
functions currently performed by the separate sections of the Mec hani- 
cal Division and the Structural Division and by the Landseape Sec- 
tion of the Architectural Division. 

This will concentrate in one place responsibility for preparation 
of all cost estimating, including both working estimates for budget 
allocations and check estimates for comparative bid purposes. 


(2) S pecifica tions Division 


This Division should consist of the present Specifications Section 
of the Specifications Division and the specification writing for projects 
which is now done by the individual sections of the Mechanical Divi- 
sion and the Structural Division and by the Landscape and Color 
Design Sections of the Architectural Division. 

Consolidation of specification writing responsibility in one division 
should facilitate meeting due dates, insure proper data content, avoid 
duplicate information, and assure proper format in original draft. 


(2) Blue prut and Issue Division 


This Division should contain the identical functions and responsi- 
bilities currently conducted in the Blueprint and Issue Section of the 
Specifications Division. 


(4) Lnspection and Test Division 

Phis Division should include the activities and responsibilities now 
existing in the Research Section of the Specifications Division and the 
testing functions of the Color Design Section of the Architectural 
Division. 

The change in title signifies more accurately the major functions 
performed. 


9. REORGANIZE THE CONSTRUCTION SERVICE 


Asa result of previous recommendations, the present Construction 
Service responsibilities have been reduced in scope. Some functions 
of the Maintenance and Operation Division have been transferred 
to the Department of Medicine and Surgery and other operating 
departments, and others have been transferred to the Engineering 
Policy and Standards Service. The Program Control Division has 
been made an integral part of the Budget and Finance Service. The 
Project Management Sections, extended in scope to include design 
as well as construction management, have been made a part of the 
office of the « yperat ions lanager. 
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As a consequence, only those functions pertaining to construction 
contracting, superv Ision, and i inspec tion remain in Construction Se Pv: 
ice. In addition, it is proposed that the checking of contractors * shop 
drawings, closely related to these remaining functions, be included in 
the reorganized Construction Service. 

This service should be organized in three divisions—Contract, Con- 
struction Supervision, and Checking Divisions. 

(17) Contract Division 


The Contract Division should perform the work of the present 
Policy Section of the Construction Service. This Division should 
receive, review, and analyze contractors’ bids in terms of the specifica- 
tions and designs prescribed by the bid invitations and should award 
contracts for construction. 

It should analyze all change orders in terms of the wording and 
content of the contract, determine effect on total cost, and recommend 
action to the project engineer in charge. It should certify to the 
compliance with the terms of the contract of progress reports serving 
asa basis for progress payments and should officially certify to final 
completion of the project after final inspection. This Division also 
should review the project. financial reports and advise the project 
engineers concerning quest ionable billing and action required to obtain 


supplemental apportionments of funds to cover expenditures to be 
obligated. 


(2) Construction Supervision Division 


This Division should function in the same manner as the Field 
Operations Section of the present Construction Division. It should 
continue to provide supervision over construction to assure adherence 
to approved specifications and plans, to provide agency representa- 
tives on the job to handle “on- the. spot” decisions and to provide liaison 
between the contractor and central-office project management. 


(ao) € ‘he ching Division 


The Checking Division should include the Checking Section, cur- 
rently part of the Architectural Division, and the checking functions 
conducted in the Mechanical Division and in the Landseape and Color 
Design Sections of the Architectural Division. This Division should 
continue to check contractors’ shop drawings for conformity to Vet 
erans Administration specifications and standards. Deviations found 
should be analyzed by the technical-design group involved for engi- 
neering approval and by the Contract Division for the effect on the 
contract terms, 


10. RETAIN THE MECHANICAL DIVISION AS THE EQUIPMENT AND UTILITIES 
DESIGN SERVICE 


The design functions performed in this organization unit are of 
suflicient specialization to warrant independent design a The 
major portion of the design work is in connection with electri eal, 
plumbing, and heating and ventilating systems. The rest of the work 
relates to the development of space lay-onts for such equipment in 
hospitals. The coordination required is almost entirely within these 
specialties, and little is necessary with the other aspects of architee- 
tural and structural design. 
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The proposed plan of organization combines pecnome and sanitary 
design into one unit, since these functions are so interrelated that they 
can be performed best under single direction. 

The Equipment and U tilities Design Service should contain four 
divisions—Equipment, Plumbing and Sanitary, Heating and Venti- 
lating, and Electrical Divisions. 

The functions of these divisions should be confined entirely to engi- 
neering design. The present functions of project specification writ- 
ing, cost estimating, and checking should be consolidated in other 
services as indicated in prior recommendations. 


11. RETAIN THE REAL ESTATE SERVICE 


The Real Estate Service should be retained as an important unit 
of the construction operations manager’s operating group. Although 
there is little activity with respect to acquisition of property at the 
present time, the nucleus of an organization should be retained to 
provide for possible expansion in the future. It should continue the 
present functions concerned with the acquisition and disposal of real 
property. 

The present functions of establishing space standards and of di- 
recting the examination of space utilization in occupied structures, as 
previously indicated, should be transferred to and conducted by the 
Engineering Policy and Standards Service. These functions are 
agency-Wide staff activities and as such belong with the other engi- 
neering staff functions of the agency. 

The proposed plan of organization for the Construction Depart- 
ment, presented in the preceding paragraphs, provides a strongly 
integrated organization designed to facilitate the flow of work through 
the necessary multiple operating phases to completion. 

The organization structure consolidates related functions currently 
lis persed through the organization to minimize the great amount of 
coordinating effort now required. At the same time functional spe- 
cialization is retained and emphasized. It provides for project man- 
agement on an over-all basis rather than in technical specialties, 
It clarifies responsibility and definitely establishes accountability for 

results. 

To portray graphically the major changes proposed in the realine- 
ment of functions and to illustrate the advant: uges summarized above, 
charts of the present and proposed organizations of the Construe tion 
and Technical Services, showing the responsibilities for major types 
of functions, are presented as exhibits III and IV. 

A comparison of these charts shows that functions which currently 
are dispersed throughout the structure are effectively consolidated 
under the proposed organization. Proper working relationships 
which will minimize coordination and facilitate operations are estab- 


lished. 
TV. Orerarionan RECOMMENDATIONS 


The operations conducted by Construction, Supply, and Real Estate 
are notably satisfactory. Forward steps are taken constantly to im- 
prove operations and to change methods to meet new conditions and 
needs. 

The problems encountered by Veterans Administration in the con- 
struction of hospitals have received publicity far beyond their im- 





INIWIOVNVW LOIONd 


977 


NoISsz0 
ONINDIHD 
ONILIGM NOILVDISID IS 


ONILVYWILS? 


$3991440 . i 
NOLL VULSINWOY IdVISONY 1 
SNVUILIA 


NOL 33S ‘ axe (hoa 


NOILD3 ot 
ahi kites s NOILDIS 1adviewn 
5 AMY LINVS HONVaS3a 
A/S AINY $ WLIdSOH 


ADMINISTRATION 


v. NOILD 9S NOILD]3S NOILD3¢ NOILI3S 36S NOILD 39S 
ONILVWILS3 ONIGWIIG NOISIO ONY LNISdIN IW ONINZANIOND JLIS 


TN 
Zz 
< 
oo 


4 


ev, 


NOILD3S FOS 11535 v NOILD3S NOILD 35S nolLoas 
ONILSVUO AN3WdINOD ONINNY Id SNOILVDISIDA dS OnNIg Ne 


* 


NOISIAIG 
SiN3WH3911398 
ONY SNONLIOOY 


NOISIAIO NOISIAIO NOISIAIO 
WOINVYHDIW WUNLIILINIVV SNCILVDISZIDIdS 


SURVEY OF VETE 


9510896 IDIABIS 
WDINHD BL NOILINYISNOD 
Af ff 


NT 


. 
a 


EM 


, 


1s6I aun 
SNOLLONN A ONILLVYAdO AO 
NOISUgadSsiId LNASAYd aivisa qa" 


"NOILINSLSNOD YOd 
WVHDONd NOLLONULSNOO WOLVYLSININOY LNVISISSY 


NOLLVULSININGY SNVUSLAA 


MANAG 


III Wa1Hxg 





MANAGEMENT SURVEY OF VETERANS ADMINISTRATION 


ExnHinit LV 


VETERANS ADMINISTRATION 
CONSTRUCTION PROGRAM 


PROPOSED CONSOLIDATION 


OF OPERATING FUNCTIONS 
April 1952 


CONSTRUCTION 
DEPARTMENT 
ASSISTANT ADMINISTRATOR 


CONSTRUCTION 

OPERATIONS MANAGER 

4/4 

ZS ASSET MAN KGEMEN 
DIVISION 


4 


/ 


BUILDING DESIGN 
SERVICE 





ARCHITECTURAL 
DIVISION oe 


STRUCTURAL 


DIVISION * 


INTERIOR DECORATING 


DIVISION 
* 


LANDSCAPE 
DIVISION 


EQUIPMENT AND 
UTILITY DESIGN 
SERVICE 


EQUIPMENT 
DIVISION * 


PLUMBING AND 
SANITARY 
DIVISION * 


HEATING AND 
VENTILATING 
DIVISION =f 


ELECTRICAL 


CONSTRUCTION 


SERVICE 


CONTRACT 
DIVISION 


CONSTRUCTION 
SUPERVISION 
DIVISION 


CHECKING 
DIVISION 


O 


ENGINEERING 
INFORMATION 
SERVICE 


ESTIMATING 
DIVISION A 


SPECIFICATIONS 
DIVISION 


BLUEPRINT AND 
ISSUE DIVISION 


INSPECTION AND 
TEST DIVISION 


DIVISION 
* * 


A ESTIMATING 

@ SPECIFICATION WRITING 
DO cHeckinc 

oe 


/ PROJECT MANAGEMENT 


portance. 


In reality, those most widely publicized were not problems 
of technical operations but rather problems of internal relationships 
generated primarily by an outmoded plan of top organization which 
does not provide for clear and workable delegation of responsibility 


and authority. In the recent past there has been material progress in 
the deve lopme nt of improved working relationships. The basic plan 
of organization recommended for the agency resolves the fundamental 
problems and establishes a sound basis for continued improvement in 
this respect. 

The following operational recommendations are based upon the 
retention of the major operating methods, which are considered 
excellent. They serve to supplement rather than supplant these ef 
fective methods. 
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CONTINUE DESIGN OF VETERANS ADMINISTRATION FACILITIES BY THE 
CONSTRUCTION DEPARTMENT 


The Veterans Administration generally has designed all of its new 
facilities, both hospital and nonhospit: ul, as well as all additions or 
betterments to existing facilities. Only in cases where the workload 
of the construction program was such that sufficient design talent was 
not available to complete the work according to se chedule were private 
architects and other Government agencies retained to design new 
facilities. 

The technical performance of design engineering has been good. 
A capable design statf with the specialized skills required has been 
developed. 

By congressional limitation, Veterans Administration design costs 
may not exceed 5.5 percent of funds appropriated for construction of 
new facilities. The cost of design work performed for the Veterans 
Administration by outside governmental agencies and private archi- 
tects is limited to 9 percent of the construction funds. Despite these 
restrictions, the agency has managed to keep design costs within the 
congressional limitations. 

In the light of these benefits accruing to the agency, it is recom- 
mended that the Construction Department continue to design its facili- 
ties. The future of construction programs for Veterans Administra- 
tion is uncertain. As the current projects near completion, unless the 
projects canceled by the President are reinstated the design work will 
be limited to additions, conversions, modernization, and rehabilitation 
of existing facilities. In this case the design staff will be considerably 
smaller than at present and will be unable to carry the design load 
required by a future major construction program. If at that time it 
is decided to use private architects rather than to supplement the 
small design stafl, it is recommended that the agency establish a 
strong review and checking operation to insure that the designs are 
accurate and in complhance with Veterans Administration standards. 

2. CONTINUE THE USE OF STANDARDIZED FUNCTIONAL HOSPITAL 
DESIGN 


In collaboration with the Department of Medicine and Surgery, 
standardized designs and requirements have been developed for vari- 
ous types and sizes of hospitals. These designs are followed rather 
closely, but variations are permitted to adapt them to individual situa- 
tions. These deviations from standard are required to fit the first 
floor of the structure to the physical conditions of the site and to pro- 
vide specialized facilities needed by the Department of Medicine and 
Surgery in the particular structure. 

Use of standard « lesigns expedites design work and reduces costs sub- 
stantitally. In addition, operation of standard design hospitals, both 
from a professional and a maintenance point of view, is simplified. 
Consequently, it is recommended that Veterans Administration con- 
tinue the use of standardized hospital design. 
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3. CONTINUE AND EXPAND SUPERVISION AND INSPECTION OF 
CONSTRUCTION PROJECTS 


Construction of structures requires close day-by-day supervision 
to insure compliance with approvel specifications ‘and plans. Such 
constant supervision by the agency also makes it onal to provide 
rapid handling of special problems which arise during construction. 
It provides a point of liaison with central office for effective handling 
of matters which cannot be handled in the field. Generally this prac- 
tice has been followed by the agency with excellent results. 

Therefore, provision by the “Veterans Administration of supervi- 
sion and inspection of construction should be continued and expanded 
to include supervision of construction which is designed under direc- 
tion of other Government agencies for the Veterans Administraion. 

These functions should be “performed by construction superintend- 
ents assigned from central office. Nor mally, a station engineering offi- 
cer should not be expected to supervise construction projects in addi- 
tion to his regular duties. Few of these engineers have sufficient ex- 
perience or time to direct other than very small construction projects. 


4. BRING DRAWINGS OF STATION FACILITIES UP TO DATE 


Despite a definite agency policy to maintain all drawings in cur- 
rent condition, drawings reviewed in the field were found “generally 
to be out of date, and in many instances, particularly at those stations 
which were transferred to the Veterans Administration from some 
other agency, drawings did not even exist. The excuse presented by 
the field for this condition is generally lack of manpower and of draft- 
ing talent in particular. Howe ver, central office has not always sup- 


plied field stations with new drawings after changes have been cleared. 

Incomplete and inaccurate drawi ing lead to mistakes in planning 
layouts and to problems of construction when alterations or better- 
ments are undertaken. A specific program should be established, in 
which the operating departments and the Construction Department 
should collaborate, to bring drawings of station facilities up to date. 
Furthermore, a procedure should be established to assure that all 
changes to structures owned by Veterans Administration are immedi- 
ately reflected in the master drawings filed in the Engineering Infor- 
mation Service of the Construction Department. 

5, REAPPRAISE NEED FOR AND DESIGN OF CONSTRUCTION PROJECTS 

BEFORE STARTING ACTUAL CONSTRUCTION 


Normally, there is a considerable time lag between the original 
request for design and the construction of a new facility or the addi- 
tion, alteration, or improvement to an existing facility. In some in- 
stances, this has been as long as 2 or 3 years. Basic requirements, 
or iginally determined, may have changed materially during the inter- 
vening period. 

In order to assure that plans meet the current needs, it is essential 
that a reappraisal of the needs be made and that a review of the de- 
signs be conducted in the light of these needs before requests for bids 
are sent to contractors, 
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6. ESTABLISH A NEW PROCEDURE FOR PLAN NING, PROCESSING, ACCOM PLISH- 
ING, AND CONTROLLING CONSTRUCTION PROJECTS 


The proposed plan of reorganization clarifies responsibilities with 
respect to construction programs. In order to strengthen further the 
management of these programs, the following procedure, which is 
designed to regulate the relationships involved in the planning proc- 
ess, is recommended. 


(1) Planning for needs 


Requests for major construction to meet the needs of the operating 
department should be initiated in the field where local conditions are 
thoroughly tinderstood. These requests, adequately supported by 
facts, should be submitted to those in the central-oflice organization of 
the operating department responsible for field operations. The type 
of facility required and the general location should be determined 
and established by the operating department based on analysis of 
these data. 


(2) Preliminary project planning 

Requests for preliminary design should then go to the Facility 
Planning Service of the Construction Department. Preliminary 
sketches, specifications, and cost estimates should be developed by 
this service. These should then be submitted to the requesting depart- 
ment for decision concerning further processing. Upon ap yproval the 
requesting department should establish priority, if other projects of 
the department are in process, and request the Construction Depart- 
ment to proceed with the preliminary design. 
(3) Preliminary design 


The Construction Department should assign a project engineer to 
the project at this point, to follow the project to co mpletion of erec- 
tion. The project engineer together with the Design Service Direc- 
tor should prepare a schedule “for the work and submit it to the re- 
questing department for concurrence. 

After the schedule has been agreed upon, the preliminary draw- 
ings and sketches should be prepared in close cooperation through the 
project engineer, with the planning staff of the requesting department 
to assure adequi ite provision for deviations from standard plans re- 
quired by the local conditions and needs and to assure understanding 
and agreement on the major design features. Simultaneously, site 
surveys should be made by the Construction Department and by rep- 
resentatives from the requesting department. 

Working estimates of the costs should be prepared and submitted 
to the requesting department for concurrence, and thence to the 
Budget and Finance Revetteuas to obtain funds to proceed. 

Final design 

Upon allocation of funds for the project, final designs should be 
prepared. Progress should be reported and changes discussed with 
the requesting de partment as final designs are deve loped. These mat- 
ters should be handled by the project engineer. 
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The project engineer should review final plans with the requesting 
department, which should, in turn, clear them with their field execu- 
tives who will be responsible for the operation of the completed facil- 
ities. Adjustments necessitated by changes in needs or local condi- 
tions disclosed during these reviews should be evaluated with the 
project engineer. If agreement concerning these changes cannot be 
reached, the matter should be referred to higher authority for 
resolution. 


(5) Contracting 


The procedure for contracting should be the same as at present 
except that the project engineer should participate in the selection of 
the contractors for the project. One or more construction superin- 
tendents should be assigned to the project as construction is begun. 


(0) Constrrc tion 


During the period of construction, the construction superintendent 
together with the project engineer should work with the contractor 
to process shop drawings, construction changes, and contract revisions. 
The superintendent should keep the interested field executives of the 
requesting department advised of progress. The project engineer 
should likewise keep the central-office executives of the operating 
department informed so that adequate planning for use of the facilities 
can be done. 


(7) Projeci f com ple tion 


Upon completion of the construction a team of engineers, including 
the project engineer, and interested central-oflice and field executives 
of the requesting department should make a complete inspection of 
the structure and its contents for final approval and acceptance of the 


building. 

This procedure, if followed properly, should improve the plannine 
of facility needs and the coordination of design and construction with 
the operating departments. It provides for final review before con- 
struction to prevent erection of outmoded structures; it provides for 
continuity of attention and interest by project engineers from begin- 
ning of design to completion of construction; and it provides for 
continuous coordination between the Construction Department and 
the requesting department, even to the final acceptance of the 
structure. 


\V. Scuepue or INsTALLATION 


The potential benefits available to Veterans Administration and 
to the Construction Department from the recommendations contained 
in this volume of the report warrant their prompt adoption and 
installation. 

To be entirely effective, the installation program for the Con- 
struction Department should be synchronized and coordinated with 
the basic schedule of installation for the entire agency. This is par- 
ticularly true with respect to installation of recommendations per- 
taining to the Department of Medicine and Surgery and the Purchas- 
ing and Supply Department, both of which will absorb a portion of 
the operations of this Department. The master schedule provides 
for five phases of installation work. However, since one of these 
phases is concerned with revisions in field-oflice organization, the 
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Construction Department will be involved in only four. The four 
phases of the installation program are summar ized below. 

Phase /, pre liminary preparation.—This phi ise should include re- 
view and discussion of the report with key executives in the Con- 
struction Department, selection and indoctrination of the depart 
mental installation officer, and determination of recommendations to 
be included in the program for installation. 

Phase 11, installation planning —During this phase of the installa- 
tion, new or modified positions should be classified ; selections of execu- 
tives to staff the new organization made; space, facilities and person- 
nel requirements determined: and new and revised methods and pro- 
cedures developed as required. 

Phase 111, central office reorganization—Changes in central office 
organization and operations planned in phase IT should be effectuated 
during this phase. This involves the transfer of functions to other 
divisions as well as the reorganization within the Construction 
Department. 

Phase IV, operational follow-up—Tiis phase should comprise a 
review of the installation to assure completeness and to develop any 
changes or modifications which experience indicates are advisable. 

This program of installation for the Construction Department is 
detailed in the following paragraphs. 


1. PRELIMINARY PREPARATION 


The assistant administrator of the Construction Department should 
be assigned responsibility for directing, coordinating and controlling 


= 


the installation of recommendations within the Department in accord- 


ance with the over-all installation schedule for Veterans Admin- 
istration. 

In turn, the Assistant Administrator should select and appoint an 
installation officer for the Department to coordinate the installation 
and to maintain Haison with the installation coordinator on the 
Administrator’s staff. The duties of the installation officer with 
regard to the internal installation within the Construction Department 
should be similar to those that the installation coordinator has for the 
entire installation. These would include (1) preparation of presen- 
tation material; (2) arrangement for educational and presentation 
meetings; (3) preparation of announcements and their release accord- 
ing to schedule: (4) classification of new and revised positions ; | (5) 
revision of organization charts and manuals; (6) revision of major 
procedures and preparation for publication; (7) preparation of plans 
for physical relocation: (8) arrangement, scheduling and control of 
physical location; (9) development of a progress and control and re- 
porting system; (10) assistance of key executives with changes; (11) 
review of accomplishment and se ‘hedule of future moves. 

After the installation officer has been appointed and thoroughly 
oo ited in the contents of the re port, meetings should be held 

vith key Construction Department executives to present the proposed 
organization and operation changes. Concurrently with these meet- 
ings, decisions should be made cone erning the spec ific recommendations 
to be included in the installation schedule. 
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2. INSTALLATION PLANNING 


The detailed steps to be taken in phase II in planning for the 
installation are presented below. 

(1) Select and organize the activities of the Director of Admin- 
istrative Service so that he may assist in the revision of position de- 
scriptions and classifications required by the installation. 

(2) Revise position descriptions of all key jobs in the Construction 
Department required by the organization changes, and classify them 
according to Civil Service Commission regulations. 

(3) Select individuals for each key position. The abilities and 
personal characteristics of the present incumbents of key positions 
should be reviewed carefully to determine their capacity to fulfill 
added or revised responsibility and their adaptability to the new man- 
agement philosophy of operation under decentralized administration. 

(4) Prepare revised organization charts and manual pages. 

(5) Plan and revise procedures where required under the revised 
structure. 

(6) Establish new staffing patterns, and estimate number of em- 
ployees required to carry out the operations. 

(7) Determine, obtain, and prepare layouts for physical facilities 
required to implement recommendations. 

(8) Determine need for budgeted funds to carry out the recom- 
mended moves. 

(9) Prepare a detailed schedule of actual moves to place the pro- 
posed plan in effect. This schedule should be coordinated very 
closely, through the installation coordinator, with the other depart- 
ments affected, so that operations are not affected during the transition 
period. 

(10) Hold a series of discussion meetings with Construction De- 
partment executives to assure complete understanding of the schedule 
of installation and of the manner of operating under the new plan. 

(11) Place responsibility with each executive to effect the installa- 
tion of organizational and operational changes within his own organi- 
zation unit in accordance with the master plan of the departmental 
officer. 

Before phase IIL is begun, the plan should be reviewed for com- 
pleteness and consistency and to see that all responsible individuals 
are ready for the change-over. 


CENTRAL OFFICE REORGANIZATION 


Once the planning of the Construction Department. installation 
program has been completed, steps should be taken to place the pro- 
gram into operation. The major actions required are as follows: 

(1) Announce internal organization changes, including individual 
appointments to positions, 

(2) Transfer purchasing and supply personnel required for con- 
struction projects to the operations manager. 

(3) Staff the Project Management Division. As the project engi- 
neers are appointed, they should be assigned responsibility for projects 
which are currently in the design stage. 

(4) Establish the Engineering Information Service. In addition 
to absorption of the Specification Division, this move should include 
the consolidation of estimating and specification writing functions 
from all areas of the department. 
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(5) Establish the Building Design Service. This move should be 
made at the same time as (4) so that architectural drafting can be 
consolidated. This move should involve absorption of the Interior 
Decorating Unit in the Supply Service. 

(6) Sti ff the Fac ility Planning Service. 

(7) Staff the Engineering Policy and Standards Service. The 
selection and transfer of those individuals in the present Maintenance 
and Operation Division for the Facility Maintenance and Operations 
Division of this service should be made prior to the transfer of the 
Maintenance and Operation Division to the Department of Medicine 
and Surgery. Completion of this move and of (6) above will require 
a gradual shifting of work load from those individuals in the present 
Technical Service who are selected to staff these services, to others in 
the design services so that operations will not be adversely affected. 

(8) Establish the Budget and Finance Service. This will require 
the establishment of ledgers for maintenance of control accounts for 
all Construction Department costs. The take-over of these control 
accounts from Finance should be coordinated very carefully with the 
moves of those functions transferred out of the Construction Depart- 
ment to other departments so that accounting control over these ex- 
penses is not lost. 

(9) Reorganize the Construction Service. This will involve prin- 
cipally the consolidation of all checking functions under this service. 

(10) Establish the E quipment and Utilities Design Service. This 
eaten senmnanae’ the combination of plumbing and sanitary design into 
one division. 

(11) Assist in further moves. The Construction Department should 
assist the installation coordinator and the other departments in trans- 
ferring present functions to them, so that an orderly transition may 
be made without detrimental effect to the operati« ms involved, 


$. OPERATIONAL FOLLOW-UP 


After the recommendations have been pl: weed in effect, the ¢ omple te 
installation should be reviewed to determine the progress achieved 
toward the planned objectives. Programs for fbn implementation 
of recommendations and for further adjustment of procedures should 
be planned and coordinated with other departments, if necessary, 
through the installation coordinator on the Administrator’s staff. 

Installation of the proposed plan of organization and the procedures 
suggested should greatly facilitate operations. It should do much 
to enhance the strengths and to improve marginal conditions found in 
the present situation. 

The organizational changes recommended should make it possible 
to carry on the present well-performed operations in a much easier 
manner and with considerably less coordinating effort. It should 
permit improvement in planning and policy m: aking and at the same 
time facilitate the flow of work throughout operations. 

The procedural recommendations, ‘although few, are important to 
the Construction Department and to the agency as a whole in that 
they provide for closer coordination between Construction and the 
departments requesting its services. 








RECOMMENDATIONS OF THE ADMINISTRATOR 


VETERANS ADMINISTRATION, 
Washington, D. C.. November 26, 1982. 
Hon. Joun E, RANKIN, 
Chairman, Committee on Veterans’ Affairs. 
House of Re pre sentatives. Washington, IG. 

Dear Mr. Rankin: The Administrator of Veterans’ Affairs today 
is announcing plans for changes in the organization of the Veterans 
Administration based on extensive studies of the Booz, Allen & Ham- 
ilton report, the Hoover Commission report, and the Trundle En- 
gineering report, deliberations and recommendations of congressional 
committees, and recommendations which have been received from 
members of the Veterans Administration staff, veterans organizations, 
and other interested parties. 

For the information and disposition of your committee, there are 
transmitted with this letter 11 sets of the Booz, Allen & Hamilton 
report, 10 volumes in each set. As an essential aid in considering 
such reports, there are enclosed with this letter 11 copies of the state- 
ment by the Administrator of Veterans’ Affairs on reorganization of 
the Veterans Administration, 11 copies of the Chart of Organization 


reflecting his planned changes, and 11 copies of a statement covering 
operative changes already accomplished by the Veterans Adminis- 
tration. 

Very truly yours, 


G. H. Brrpsar. 
Assistant Adminéstrator for Le gislation. 


Enels. 


SUMMARY OF STATEMENT BY ADMINISTRATOR OF 
VETERANS AFFAIRS ON REORGANIZATION OF THE 
VETERANS ADMINISTRATION 


Carl R. Gray, Jr.. Administrator of Veterans Affairs, today an- 
nounced plans for changes in the organization of the Veterans Ad- 
ministration based on extensive studies of the Booz, Allen & Hamilton 
report, of the Hoover Commission report, of the ‘Trundle Engineer- 
ing report, of recommendations which have been received from mem- 
bers of the Veterans Administration staff, from congressional corm- 
inittees, from veterans’ organizations, and from other interested 
parties. 

In making this announcement, General Gray said the Booz, Allen 
& Hamilton report has been of tremendous assistance to him in arriv- 
Ing at a basic organization to increase efliciency, improve operations, 
and speed up service to veterans. 


987 
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Many of the basic organizational principles laid down by Booz, 
Allen & Hamilton have been embodied in the organization to be 
initiated. General Gray said that the various reports he has studied 
support his own findings arrived at after visiting all of the hospitals, 
regional offices, and district oflices of the Veterans Administration. 
These field stations, General Gray said, are the heart of Veterans 
Administration operations and will be retained in their present form. 

The reorganization is prineipally eonfined to the central-office or- 
ganization in Washington and to clarifying lines of authority and 
communication between central office and the field. 

General Gray said that his findings are in substantial agreement 
with the Booz, Allen & Hamilton report insofar as it concerns the 
consolidation of all medical, hospital, and related activities under 
the direct control of the Chief Medical Director, who will be re- 
sponsible to the Administrator for this phase of the VA operation. 

He is also giving similar autonomy to the insurance operation under 
the direction of a De puty Administrator for Insurance. 

The one area in which the new organization varies radically from 
the Booz, Allen & Hamilton report 1s the regional offices. The new 
organization will retain the regional offices as one-stop service stations 
for veterans, as they exist today, with each office headed by a manager. 
The entire regional-office structure will be consolidated under a 
Deputy Administrator for Veterans Benefits, who will be directly 
responsible to the Administrator for all regional-office activities and 
who will have a rounded staff to advise him and to set. policies for 
the various benefit programs. 

While adhering closely to the policy of separating staff and line 
functions, as recommended by Booz, Allen & Hamilton, the organ- 
ization in this field deviates materially from that recommended in 
the report. 

Booz, Allen & Hamilton proposed that regional-oflice functions be 
separated and set up with each one as a separate bureau in a straight 
line of authority, headed by an Assistant Administrator in charge of 
the program with his authority extending directly into the field. 
This would have resulted in claims being handled in 10 centers, geo- 
graphically distributed; loan guaranty being handled in 12 centers 
and vocational rehabilitation and education in 14 centers, each with 
its own geogr aphic: al cover age. 

The Administrator pointed out that the new organization will 
provide him with complete staff service at central office but will reduce 
to three the number of operating officials reporting directly to him. 
These are the Chief Medical Director, the Deputy Administration for 
Insurance, and the Deputy Administrator for Veterans Benefits (re- 
gional offices). Each of these operating officials will have within his 
department all staff and operating functions needed to make tha 
departn rent self-contained and will have full responsibility and au- 
thority for conduct of their functions. 

This streamlined organization, General Gray pointed out, will sim- 
plify and speed up operations, thereby improving service to veterans 
and making greater economies possible. Equally important, it will 
prov ide closer and more continuous supervision of field activities. 

General Gray pointed out that many of the advantages to be gained 


es yn x tae reoreamz 


zation have already been put in effect, partic “ularly 
In insurance and medical activities. 
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The consolidation of insurance activities started in July 1951. Since 
that time, 13 insurance offices throughout the country have been 
brought together in five offices located at Philadelphia, Fort Snelling, 
Minn., Denver, Dallas, and Atlanta. These consolidations alone have 
achieved an annual savings of more than $5,000,000, 

The entire insurance operation is now ilpriaen by an Assistant 
Administrator for Insurance, so that little change \ this organization 
will be required to comp lete the proposed reorge: wnizati 

The Chief Medical Director already has full responsibility for medi- 
cal activities—hospitals, homes, and clinics. In addition to these, 
the reorganization will increase his responsibility to include Special 
Services, Supply, Canteen Services, and all plant maintenance activi- 
ties that can be completed by the station. All major alterations, addi- 
tions, betterments, and new construction requiring outside assistance 
will continue under the direction of the Assistant Administrator for 
Construct ion, who will be on the sla staff of the Administrator. 

The Deputy Administrator for Veterans Benefits will be responsible 
for regional-office activities and will have all services needed to carry 
out his responsibility—Claims, Vocational Rehabilitation and Eduea- 
tion, Loan Guaranty, Guardianship, Contact and Office Services 
(which will include supply, engineering, machine records, accounting, 
and foreign relations). 

On the Administrator's personal staff there will be a Comptroller, 
general counsel, Assistant Administrator for Personnel, Assistant 
Administrator for Administrative Service, chief purchasing agent, 
Assistant Administrator for Legislation, Assistant Administrator for 
Construction, Chairman of the Board of Veterans Appeal, Director 
of Information Sery Ice, and Director ot Investigation Service. 

Gen ral Gray said that. while he pla hs to be oln these organ Zational 
changes and to move forward as r: ipidly as possible without disturbing 
the functioning of the agen ‘yor inter fer ing’ with ser 


‘e tO veterans, 
he will olve those interested ih vete rans’ 


affairs an opportunity to ex- 
press their reaction to his propo al, . 

The studies and recommendations of Booz, Allen & Hamilton were 
not confined to organizational matters but also dealt with major 
operating practices. It has been possible since the receipt ot the re- 
port to analyze and take action on many of the firm’s recommenda- 
tions which were designed to improve service or promote economies. 
The report contains 130 recommendations which are not dependent 
on reorganization. If desirable, these could be put in effect by VA 
without reorganization, legislation, or outside action. 

Of these 130 recommendations, 55 are now either in effect or being 
placed in effect, and 24 have been accepted in principle and are being 
developed for final approval. Of the 51 remaining, 42 are still under 
study and 9 have been tentatively rejected. 

Among the recommendations adopted are: 

1. Intensified efforts to persuade policyholders to switch from 
monthly payment of insurance premiums to quarterly, semiannual, 
or annual payment. All of the means neers by the con- 
sultants for conducting this campaign, as well as others devel- 
oped by the VA staff, are being used. 

2. Elimination of receipts, unless specifically requested by the 


policyholder, for payments of insurance premiums made by check 
or money order. 
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3. Improved control of administration of the research pro- 
gram in the Department of Medicine and Surgery to assure the 
use of research funds solely for approved projects. 

4. Intensified supervision of fee basis appraisers and brokers 
in the loan-guaranty program. 

5. Closer working relationships between examining physicians 
and the claims-adjusting staff in the making of physical exam- 
inations for disability-rating purposes. 

6. Speeding up the integration of the accounts system to pro- 
vide for budget, fiscal, and cost-accounting requirements. 

Among the recommendations being studied is the proposal to sim- 
plify insurance billing procedures by the substitution of a book of 
premium remittance envelopes, mailed to the policyholder annually, 
for the individual mailing of a remittance envelope when each pre- 
mium is due. This plan is now being field-tested in the Fort Snelling 
office. 
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